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TITLE 3—THE PRESIDENT 

PROCLAMATION 3088 

Pan American Day and Pan 
American Week, 1955 

BY THE PRESIDENT OP THE UNITED STATES 
OF AMERICA 
A PROCLAMATION 

WHEREAS April 14, 1955, will be 
observed in each of the twenty-one 
Republics of the Western Hemisphere as 
Pan American Day, celebrating the 
sixty-fifth anniversary of the founding 
of the Pan American Union, which is the 
permanent organ and General Secre¬ 
tariat of the Organization of American 
States; and 

WHEREAS the observances commem¬ 
orating that occasion will take place 
throughout the week of April 10 to 
April 16, 1955; and 

WHEREAS the bonds of friendship 
uniting the Governments and peoples 
of the United States and those of the 
other American Republics in their social, 
cultural, political, and economic rela¬ 
tionships continue to be strengthened 
through their mutually constructive 
efforts within the framework of the 
Organization of American States; and 

WHEREAS during the past year the 
Republics of this Hemisphere have again 
demonstrated their mutual and stead¬ 
fast determination to withstand ag¬ 
gression from any source, to preserve 
the peace of the Americas, and to use 
effectively the machinery for pacific 
settlement provided in the treaties 
binding them together in the inter- 
American system: 

NOW. THEREFORE, I. DWIGHT D. 
EISENHOWER, President of the United 
States of America, do hereby proclaim 
Thursday, April 14, 1955, as Pan Amer¬ 
ican Day, and the period from April 10 to 
April 16, 1955, as Pan American Week; 
and I urge that the people of this nation 
on that day and during that week give 
particular expression to their fraternal 
feelings toward the peoples of the other 
American Republics and to their devo¬ 
tion to the maintenance of the principles 
which we share with them. 

I also invite the Governors of the 
States, Territories, and possessions of 
the United States and the Governor of 
the Commonwealth of Puerto Rico to 
issue similar proclamations; and I call 
upon all our citizens and all interested 


organizations to unite in appropriate 
observance of Pan American Day and 
Pan American Week, in testimony of the 
solidarity which characterizes the rela¬ 
tionship between the peoples of the 
United States and those of the other 
American Republics. 

IN WITNESS WHEREOF, I have 
hereunto set my hand and caused the 
Seal of the United States of America to 
be affixed. 

DONE at the City of Washington this 
31st day of March in the year of our 
Lord nineteen hundred and 
[seal] fifty-five, and of the Independ¬ 
ence of the United States of 
America the one hundred and seventy- 
ninth. 

Dwight D. Eisenhower 

By the President: 

John Foster Dulles, 

Secretary of State . 

IF. R. Doc. 55-2833; Filed, Apr. 4, 1955; 

12:06 p. m.J 


PROCLAMATION 3089 

Excluding Certain Lands From the 
Glacier Bay National Monument and 
Adding a Portion Thereof to the 
Tongass National Forest—Alaska 

BY THE PRESIDENT OF THE UNITED STATES 
OF AMERICA 
A PROCLAMATION 

WHEREAS certain lands comprising 
a portion of the hereinafter-described 
Gustavus Area of the Glacier Bay Na¬ 
tional Monument in Alaska, established 
by Proclamation No. 1733 of February 26, 
1925 (43 Stat. 1988), and enlarged by 
Proclamation No. 2330 of April 18, 1939 
(53 Stat. 2534), are now being used as an 
airfield for national-defense purposes 
and are no longer suitable for national- 
monument purposes; and 

WHEREAS the other lands within the 
Gustavus Area, including several home¬ 
steads which were patented prior to the 
enlargement of the monument by the 
proclamation of April 18, 1939, are suit¬ 
able for a limited type of agricultural use 
and are no longer necessary for the 
proper care and management of the ob¬ 
jects of scientific interest on the lands 
within the monument; and 

(Continued on next page) 
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WHEREAS the lands comprising the 
hereinafter-described Excursion Inlet 
Area of the monument w T ere erroneously 
excluded from the Tongass National 
Forest and included in the monument by 
the proclamation of April 18. 1939, and 
such lands are suitable for national- 
forest purposes; and 
WHEREAS it appears that it would be 
in the public interest to exclude the said 
lands comprising the Gustavus Area and 


the Excursion Inlet Area from the 
Glacier Bay National Monument, and to 
restore the lands within the Excursion 
Inlet Area to the Tongass National 
Forest: 

NOW, THEREFORE, I. DWIGHT D. 
EISENHOWER. President of the United 
States of America, under and by virtue 
of the authority vested in me by section 
2 of the act of June 8, 1906, c. 3060, 34 
Stat. 225 (16 U. S. C. 431), section 24 of 
the act of March 3, 1891, 26 Stat. 1103 
(16 U. S. C. 471), and section 1 of the 
act of June 4, 1897, 30 Stat. 34, 36 (16 
U. S. C. 473), do proclaim (1) that all of 
the following-described lands in the 
Territory of Alaska are hereby excluded 
from the Glacier Bay National Monu¬ 
ment and (2) that, subject to all valid 
existing rights, those lands designated 
and described as the Excursion Inlet 
Area are hereby added to and made a 
part of the Tongass National Forest and 
shall be subject to all laws, rules, and 
regulations applicable to that forest: 

Gustavus Area 

COPPER RIVER MERIDIAN 

T. 40 S., R. 58 E., 

secs. 1 to 3 and 9 to 12. inclusive; 
fractional secs. 13 and 14; 
secs. 15 and 16; 

fractional secs. 21 to 23, inclusive. 

T. 40 S.. R. 59 E., 
fractional sec. 3; 
secs. 4 to 8. inclusive; 
fractional secs. 9. 10, and 16 to 18, In¬ 
clusive. 

Also, a parcel of unsurveyed land de¬ 
scribed as follows: Beginning at the north¬ 
west corner of sec. 1, T. 40 S., R. 58 E., 
C. R. M.: thence 

North 7.920 feet; 

East 2,640 feet: 

South 45® 00' East to the northeast corner of 
sec. 6. T. 40 S., R. 59 E., C. R. M.; 

West, along the northern boundary of sec. 
6. T. 40 S.. R. 59 E.. and sec. 1. T. 40 S.. R. 
68 E., C. R. M., to the point of beginning. 

Also, all water and islands lying directly 
south and offshore between the above-de¬ 
scribed lands and the center of Icy Passage. 

The areas described. Including both pub¬ 
lic and nonpublic lands, aggregate approxi¬ 
mately 14,741 acres of land and 4,193 acres 
of water. 

Excursion Inlet Area 

A tract or unsurveyed land described as 
follows: Beginning at a point on the cen¬ 
ter line of the principal channel of Excur¬ 
sion Inlet from which Corner No. 1 M. C. of 
United States Survey No. 666 bears due east; 
thence 

Northerly along the center of the principal 
channel of Excursion Inlet to a point in 
approximate latitude 58*30' N., longitude 
135 30' W.; 

East to the east shore of Excursion Inlet; 
Northeasterly, southeasterly, and easterly, 
along a subsidiary divide between two 
streams flowing into Excursion Inlet, to 
the divide between the waters of Excur¬ 
sion Inlet and Lynn Canal in approximate 
latitude 58*29'30" N., longitude 135°20' 
W.; 

Southerly along said divide to a point in ap¬ 
proximate latitude 58*27' N., longitude 
135*18' W.: 

Westerly along a subsidiary divide between 
two streams flowing Into Excursion Inlet 
to the east shore of said Inlet; 

West to the center of the principal channel 
of Excursion Inlet; 
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Northerly along the center of the principal 
channel of Excursion Inlet to the point 
of beginning. 

The area described, Including both public 
and nonpublic lands, aggregates approxi¬ 
mately 10,184 acres. 

The lands in the above-described 
Gustavus Area shall not be subject to 
application, location, settlement, entry, 
or other forms of appropriation under 
the public land laws until further order 
of an authorized officer of the Depart¬ 
ment of the Interior. 

The said Proclamation No. 2330 of 
April 18, 1939, is amended accordingly. 

IN WITNESS WHEREOF I have here¬ 
unto set my hand and caused the seal 


TITLE 33—NAVIGATION AND 
NAVIGABLE WATERS 

Chapter I!—Corps of Engineers, 
Department of the Army 

Part 203— Bridge Regulations 

INDIANA HARBOR CANAL, IND. 

Pursuant to the provisions of section 
5 of the River and Harbor Act of August 
18. 1894 (28 Stat. 362; 33 U. S. C. 499), 

§ 203.676 governing the operation of 
drawbridges across Indiana Harbor Canal 
and the Lake George Branch of Indiana 
Harbor Canal to and including the 
Indianapolis Boulevard Bridge, is hereby 
prescribed as follows: 

§ 203.676 Indiana Harbor Canal , Ind.; 
drawbridges, (a) The owners of or 
agencies controlling drawbridges across 
Indiana Harbor Canal and the Lake 
George Branch of Indiana Harbor Canal 
to and including the Indianapolis Boule¬ 
vard bridge, shall provide the appliances 
and the personnel necessary for the 
prompt, safe, and efficient operation of 
the draws for the passage of vessels. 

(b) The draw shall be opened promptly 
when the signal hereinafter prescribed 
for the opening of the draw is received 
from an approaching vessel or other 
watercraft which cannot pass under the 
closed draw, excepting when an ap¬ 
proaching train is so close to a draw¬ 
bridge that it cannot be stopped safely 
before reaching the bridge. 

(c) Trains and vehicles shall not be 
stopped on a drawbridge or within a 
bridge block interlocking system, nor 
shall any person or persons assemble, 
walk, stand, or otherwise interfere with 
the operation of the draw or be per¬ 
mitted to do so, so as to prevent or delay 
a required opening, nor shall water craft 
be navigated so as to hinder or delay the 
operation of or passage of other vessels 
through the draw, but all passage over or 
through a drawbridge shall be prompt in 
order to prevent delay to either land or 
water traffic. 

(d) Signals: 

(1) Call signals for opening of draw — 
(i) Sound signals. One long blast, one 
short blast, and one long blast of a 


of the United States of America to be 
affixed. 

DONE at the City of Washington this 
31st day of March in the year of 
our Lord nineteen hundred and 
[sealI fifty-five, and of the Independ¬ 
ence of the United States of 
America the one hundred and seventy- 
ninth. 

Dwight D. Eisenhower 

By the President: 

John Foster Dulles, 

Secretary of State . 

(F. R. Doc. 55-2834; Filed. Apr. 4, 1955; 
12:06 p. m.l 


whistle, horn or siren, sounded within 
reasonable hearing distance of the 
bridge, repeated if necessary, and in 
time to give due notice to the draw 
tender. 

(ii) Visual signals. A white flag by 
day or a white light by night, swung in 
vertical circles at arm's length in full 
sight of the bridge and facing the draw. 
This signal to be used in conjunction 
with sound signals when conditions are 
such that sound signals may not be 
heard and at other times if considered 
desirable. 

(2) Acknowledging signals —(i) Sound 
signals —(a) When draw can be opened 
immediately. One long blast and one 
short blast of a whistle, horn, or siren. 

(b) When draw cannot be opened im¬ 
mediately or when it is open and must 
be closed immediately. Five short blasts 
of a whistle, horn, or siren, repeated at 
regular intervals until similarly ac¬ 
knowledged by the vessel, or until the 
vessel has been brought to a stop. 
Thereafter, as soon as the draw can be 
opened, the draw tender shall sound a 
signal of one long blast and one short 
blast of a whistle, horn, or siren. 

Note: The term “long blast” means a 
distinct blast of a whistle, horn, or siren of 
approximately five seconds* duration, and 
the term “short blast** means a distinct blast 
of a whistle, horn, or siren of approximately 
two seconds' duration. 

(ii) Visual signals. The systems of 
visual signals hereinafter described to be 
used in each individual case will be sub¬ 
ject to the approval of the Division En¬ 
gineer in charge of the locality. They 
will be used in conjunction with sound 
signals when conditions are such that 
sound signals alone are insufficient. 
When the flashing red and green lights 
are in use and an operating failure oc¬ 
curs, the flag and lantern signals shall 
be used during the emergency. 

(a) When the draw can be opened im¬ 
mediately. (DA white flag by day or a 
white light by night, swung in vertical 
circles at arm’s length in full sight of 
the vessel, or 

(2) Two green lights, flashed alter¬ 
nately, arranged in a vertical plane ap¬ 
proximately 48 inches between centers. 


(b) When the draw cannot be opened 
immediately , or when it is open and must 
be closed immediately. (1) A red flag 
by day or a red light by night, swung in 
vertical circles at arm’s length in full 
sight of the vessel, and repeated until 
acknowledged by a like signal from the 
vessel. Thereafter, as soon as the draw 
can be opened the draw tender shall so 
indicate with a white flag by day or a 
white light by night, swung in vertical 
circles at arm’s length in full sight of the 
vessel, or 

(2) Two red lights, flashed alter¬ 
nately. arranged in a horizontal plane 
approximately 48 inches between centers. 
Thereafter, as soon as the draw can be 
opened the draw tender shall so indicate 
by flashing two green lights. 

(e) No vessel shall attempt to navi¬ 
gate the draw of a bridge when audible 
or visual signals indicate the bridge can¬ 
not be opened or if the draw is open it 
must be closed immediately. 

(f) When vessels are approaching a 
bridge from the same direction, each ves¬ 
sel shall give the call signal for the open¬ 
ing of the draw, and such vessels shall be 
navigated in accordance with the appli¬ 
cable pilot rules. 

(g) Special rules for the Elgin, Joliet 
and Eastern Railway Company bridge, 
Baltimore and Ohio Railroad Company 
bridge, New York Central Railroad Com¬ 
pany bridges (2), and Indiana Harbor 
Belt Railroad Company bridge: 

(1) An amber light shall be located on 
the lakeward and landward bridges, and 
readily visible to approaching vessels, 
and shall be synchronized with a sound 
signal system so as to light as each signal 
blast is sounded. 

(2) Upon receipt of call signal for 
opening of the draws, all bridges which 
do not have a train in the signal block 
shall be raised immediately. 

(Regs., March 17. 1955. 823.01 (Indiana Har¬ 
bor Canal, Ind.)— ENGWOl (28 Stat. 362; 
33 U. S. C. 499 

[seal] John A. Klein, 

Major General , U. S. Army , 

The Adjutant General. 

[F. R. Doc. 55-2785; FUed, Apr. 4, 1955; 
8:48 a. m.J 


TITLE 38—PENSIONS, BONUSES, 
AND VETERANS* RELIEF 

Chapter I—Veterans' Administration 

Part 21—Vocational Rehabilitation 
and Education 

miscellaneous amendments 

1. Section 21.400 is revised to read as 
follows: 

§ 21.400 Manager, regional office , au¬ 
thorized to approve institutions. The 
Manager of a regional office is author¬ 
ized, with the exception of correspond¬ 
ence courses, to approve public or private 
educational institutions in his territory 
to provide courses of training under pro¬ 
visions of Part VII, Veterans Regulation 
1 (a), as amended (38 U. S. C. ch. 12), 
subject to the following conditions: 

(a) Inspection and accreditation. The 
chief, vocational rehabilitation and edu- 
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cation division, will certify in writing to 
the Manager on the basis of adequate 
investigation that the institution is 
clearly qualified as to space, equipment, 
instructional material, and personnel to 
give the course or courses, and that the 
institution has agreed to cooperate fully 
with the Veterans’ Administration by 
reporting trainees’ attendance, perform¬ 
ance, and progress in training. 

(1) Adequate investigation will in¬ 
clude a personal investigation of the 
educational institution by a qualified 
staff member of the education and train¬ 
ing activity. Where the educational 
institution is recommended favoidably by 
the education and training activity for 
approval under Part VTI, the training 
facilities activity will prepare a contract 
for Part VTI training or amend an exist¬ 
ing Part vni contract to include pro¬ 
visions for Part VH training. 

(2) If an educational institution is 
accredited by one of the following rec¬ 
ognized national or regional educational 
accrediting associations, such accredita¬ 
tion may be accepted, if desired, in lieu 
of a personal inspection: 

Accrediting Association of Bible Institutes 
and Bible Colleges (Collegiate Division). 
American Association of Colleges for Teacher 
Education. 

American Association of Collegiate Schools 
of Business. 

American Association of Theological Schools. 
American Bar Association. 

American Council on Education for Journal¬ 
ism. 

American Council on Pharmaceutical Edu¬ 
cation. 

American Osteopathic Association. 

American Public Health Association. 

Board of Education for Llbrarianship of the 
American Library Association. 
Commission on Accreditation of the Coun¬ 
cil on Social Work Education. 

Committee on Professional Training of the 
American Chemical Society. 

Council on Dental Education, American 
Dental Association. 

Council on Education and Professional 
Guidance of the American Optometric As¬ 
sociation. 

Council on Education of the American Vet¬ 
erinary Medical Association. 

Council on Education of the National Asso¬ 
ciation of Chiropodists. 

Council on Medical Education and Hospitals, 
American Medical Association. 

Engineers Council for Professional Develop¬ 
ment. 

Middle States Association of Colleges and 
Secondary Schools. 

National Architectural Accrediting Board. 
National Association of Schools of Music. 
National Nursing Accrediting Service. 

New England Association of Colleges and 
Secondary Schools. 

New York Board of Regents (For Higher In¬ 
stitutions Within New York State). 

North Central Association of Colleges and 
Sscondary Schools. 

Northwest Association of Secondary and 
Higher Schools. 

Society of American Foresters. 

Southern Association of Colleges and Secon¬ 
dary Schools. 

Western College Association. 

(b) Use of schools for Part VII train- 
ing, when the institution has not been 
approved for use tinder Part VIII . If 
it is desired to place a disabled veteran 
in a school, the name of which is not on 
the list of institutions approved by the 
State approving agency for education 


and training for Part Vin, the Manager 
will request a statement from the State 
approving agency indicating whether it 
has refused to approve the school. If 
the school has not been disapproved un¬ 
der Part VIII, the Manager may proceed 
to approve it. If the State approving 
agency has refused to approve or has 
disapproved a school for cause for use 
for Part VTII trainees the Manager shall 
not thereafter approve such institution 
for Part VII trainees unless he deter¬ 
mines that it is in the best interests of 
veterans and the government for such 
approval to be granted or continued. 
Authority to approve an institution for 
use for Part VII trainees will not consti¬ 
tute approval for its use under Part VIII. 

2. In § 21.418, paragraphs (a) (2), 
(b) (2). (c) (1). (2) (i) (d), (3) (iii), 
(iv), (v) and the introductory portion of 
paragraph (d) are amended and former 
paragraph (d) (2) (ii) and (3) is deleted 
and former paragraph (d) (4) is re¬ 
designated (d) (3) so that the amended 
and redesignated material reads as 
follows: 

§ 21.418 Approval and disapproval of 
educational institutions and business or 
industrial establishments by State ap¬ 
proving agency or Administrator . • * • 

(a) * * * 

(2) The appropriate State approving 
agency, or agencies, will transmit direct 
to the Assistant Deputy Administrator. 
Vocational Rehabilitation and Educa¬ 
tion, Washington 25, D. C., the name 
and address of each educational institu¬ 
tion within the State which has been 
approved to offer correspondence 
courses under Part VIII and will indi¬ 
cate the specific course or courses for 
which the institution has been approved 
to offer training through correspon¬ 
dence. Likewise, the appropriate State 
approving agency, or agencies, w f ill fur¬ 
nish the Assistant Deputy Administra¬ 
tor. Vocational Rehabilitation and Edu¬ 
cation. Washington 25, D. C., the names 
and addresses of any educational insti¬ 
tutions offering correspondence courses, 
approval of which has been withdrawn. 

(b) • * • 

(2) In requesting the Administrator’s 
approval of establishments to provide 
training on the job to veterans under 
Part vm, as amended, the Manager 
shall submit to the Assistant Deputy 
Administrator. Vocational Rehabilita¬ 
tion and Education, the following infor¬ 
mation and material: 

(i) A copy of the application of the 
establishment to the State approving 
agency prepared in accordance with the 
provision of paragraph 11 (b) 1 of Part 
VIII. 

(ii) A statement from the State ap¬ 
proving agency as to the basis for de¬ 
termining that the establishment was 
not to be approved and was not qualified 
and equipped to furnish training under 
Part VHI, together with a copy of the 
survey report upon which the State ap¬ 
proving agency’s determination was 
based. 

(iii) A summary prepared by the re¬ 
gional office which will clearly set forth 
the justification for the request to the 
Veterans’ Administration, the recom¬ 


mendation of the regional office, and the 
basis for such recommendation. 

(c) Limitations on the use of educa¬ 
tional institutions under Public Law 610 , 
81st Congress —(1) General. Under the 
provisions of section 1, Public Law 610, 
81st Congress, the Administrator shall 
disapprove a course in any institution 
which has been in operation for a period 
of less than 1 year immediately prior to 
the date of enrollment in such course 
unless such enrollment w^as prior to Au¬ 
gust 24, 1949, but this shall not require 
or permit the disapproval of (i) any 
course in a public school or other tax- 
supported school, (ii) any course in an 
institution which has been in operation 
for a period of more than 1 year which 
does not completely depart from the 
whole character of the instruction pre¬ 
viously given by such institution, or (iii) 
any course in an institution which has 
been in operation for a period of more 
than 1 year, by reason of a change in 
the location of such institution from one 
point to another within the same gen¬ 
eral locality: Provided, That upon the 
certification of any State approving 
agency that a new or existing institution 
is essential to meet the requirements of 
veterans in such State, the Administra¬ 
tor, in his discretion, may approve such 
an institution notwithstanding the pro¬ 
visions of this section. 

( 2 ) • * * 

(!)••• 

id) A course in an institution which 
has been in operation for a period of 
more than 1 year, which course although 
not having been in operation for a pe¬ 
riod of 1 year, does not depart com¬ 
pletely from the whole character of the 
instruction previously given by the in¬ 
stitution. (A course will be considered 
not to depart from the whole character 
of instruction previously given by the 
institution when it is intended to pro¬ 
vide training in the same general occu¬ 
pational field as courses previously fur¬ 
nished by the institution for a period of 
more than 1 year and involves the same 
or related instructional processes, facili¬ 
ties. and equipment. For example, a 
course in television servicing does not 
depart from the whole character of in¬ 
struction in radio servicing, whereas a 
course in carpentry does depart from 
the whole character of instruction pro¬ 
vided in a course of automobile mechan¬ 
ics.) , or 

* • • * * 

(3) • * • 

(iii) Under the provisions of subdivi¬ 
sions (i) and (ii) of this subparagraph, 
the Administrator, in his discretion, 
may concur in the State approving 
agency’s certification that a new course 
in a new or existing institution is essen¬ 
tial to meet the requirements of veter¬ 
ans in a particular State. This author¬ 
ity is not delegated to the Managers of 
field stations. Upon receipt of a certifi¬ 
cation of essentiality, in duplicate, with 
supporting information as stipulated in 
subdivision (ii) of this subparagraph, 
from the State approving agency, the 
regional office will review the material 
submitted and will forward the original 
copy of same to the Assistant Deputy 
Administrator, Vocational Rehabilita- 
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lion and Education, together with the 
recommendation of the regional office 
for favorable or unfavorable action by 
the Administrator and the reasons 
therefor. It will be the responsibility 
of the regional office to check such ma¬ 
terial for completeness prior to submit¬ 
ting it to central office in the manner 
prescribed in this subdivision. 

* * • • • 

(iv) Upon action by the Administra¬ 
tor, the regional office will be promptly 
notified of such action and, if favorable, 
the effective date thereof, and the chief, 
training facilities activity, regional office, 
will promptly advise the appropriate 
State approving agency of such action. 
It will be the responsibility of that State 
approving agency to notify the school 
of such action. 

(v) Upon receipt by the regional office 
of notification that the Administrator 
has concurred in the State's certification 
of essentiality that a school or course is 
essential to meet the requirements of 
veterans in that State, the training facil¬ 
ities activity, regional offices will provide 
the educational benefits activity of that 
regional office with a notification of such 
action, and, where the action is one of 
concurrence in the State's certification 
of essentiality, such notification will 
include information concerning the 
course (s) to be provided by the school 
and the effective date of such action. 

(d) Disapproval by State approving 
agency. Where the State approving 
agency determines that an educational 
institution, or a course of instruction in 
an educational institution or an estab¬ 
lishment, in which veterans are enrolled 
under Part VIII is disapproved, and 
therefore, is removed from the approved 
list by the State approving agency, ap¬ 
propriate notice, in duplicate, will be 
provided to the Manager of the regional 
office concerned. Upon receiving such 
a notice, the training facilities activity 
of the regional office will request a state¬ 
ment from the State approving agency, 
through the Veterans’ Administration 
liaison representative, as to the reason 
or reasons for such action, if not already 
provided. 

« ♦ • • • 

( 2 ) • * • 

<ii) [Deleted.! 

(3) In the event that on institution or 
establishment w hich has been disap¬ 
proved for Part VIII by the State ap¬ 
proving agency is also approved for 
training under Part VII and, despite the 
action of the State approving agency, 
the Manager is of the opinion that it 
would be advisable to continue the ap¬ 
proval of the institution or establish¬ 
ment for Part VII training he is au¬ 
thorized to continue such approval when 
he finds that the best interests of the 
veterans enrolled therein and the best 
interests of the Government w'ill be 
served by such continued approval, and 
the cause for disapproval by the State 
approving agency for Part vm training 
is not such as to bring into question the 
value of the training offered by such 
institution or establishment. 


3. In § 21.419, that portion of para¬ 
graph (b) preceding subparagraphs (1) 
and (2) is amended to read as follows: 

§ 21.419 Relation to State approving 
agency. * * * 

(b) Full information concerning the 
inadequacies of any Part VTII institution 
or establishment approved by the State 
approving agency which has been called 
to the attention of the regional office 
will be immediately transmitted to the 
training facilities activity for routing to 
the State approving agency, through the 
Veterans' Administration liaison repre¬ 
sentative, for investigation. Upon in¬ 
vestigation at the institution or estab¬ 
lishment by a qualified representative of 
the State approving agency, the State 
approving agency will be requested to 
submit a report thereof, to the Manager 
of the regional office. 

+ » • • • 

4. Section 21.433 is revised to read as 
follows: 

§ 21.433 Payment to institutions. 
The Manager of a Veterans’ Adminis¬ 
tration regional office is authorized to 
pay to the approved institution for each 
eligible veteran enrolled therein for a 
full-time or part-time course of educa¬ 
tion or training the proper charge for 
tuition and incidental fees or other 
allowable expense and for such books, 
supplies, and equipment issued to the 
trainee as are generally required for the 
successful pursuit and completion of the 
course by other students in the institu¬ 
tion for the period covered by the prop¬ 
erly certified voucher or invoice, subject 
to the provisions of §§ 21.442 through 
21.449 and 21.539 for Part VII trainees, 
and §§ 21.467 through 21.479, 21.484, 
21.485, 21.493 through 21.495, 21.503 
through 21.511, 21.517 through 21.520, 
21.530, 21.532, 21.539, 21.540. 21.548, 
21.549, and 21.557 through 21.559, for 
Part vm trainees. 

5. In § 21.443, paragraph (a) is 
amended to read as follows: 

§ 21.443 Basis of payments for resi¬ 
dence courses —(a) Tuition and fees . 
Contracts covering courses of voca¬ 
tional rehabilitation for Part VII. Vet¬ 
erans Regulation 1 (a), as amended (38 
U. S. C. ch. 12), trainees shall provide 
for payments on one of the following 
bases, whichever is applicable under the 
regulations in this part: 

(1) "Customary cost of tuition” 
Where an institution has a "customary 
cost of tuition" as defined by § 21.467 (a) 

(1) , payment will be made for Part VII 
trainees on the same basis as the "cus¬ 
tomary cost of tuition" authorized for 
payment for Part VIII trainees or on the 
same basis as the institution charges 
similarly circumstanced non-veteran 
students or Public Law 550 veterans. 
Where an institution is being paid a 
"customary cost of tuition," (frozen 
rate(s)) established in accordance with 
the provisions of § 21.467 (b) (1) or 
§ 21.530 (a) (5) (iv) or a fixed fair 
and reasonable charge under § 21.495 (b) 

(2) (i) or § 21.570 (b) (4) (i). and the 
Manager desires to utilize the institu¬ 
tion for the enrollment of veterans un¬ 


der Part VTT, and the institution requests 
payment on behalf of enrollees under 
Part VTI on the same basis as the insti¬ 
tution charges similarly circumstanced 
non-veteran students or Public Law 550 
veterans, the Veterans' Administration 
may not enter into a supplement to the 
contract then in effect to provide pay¬ 
ment on such basis but in any contract 
negotiated for periods subsequent to ex¬ 
piration of such existing contracts may 
provide for payment for Part VTI 
trainees on the same basis as charged 
by the institution to similarly circum¬ 
stanced non-veteran students or Public 
Law 550 veterans. Nothing in this para¬ 
graph will be construed as authorizing 
payments in excess of the "frozen" or 
"fixed" charges for Part VIC trainees, 
except as otherwise provided in Vet¬ 
erans' Administration regulations. 

(2) Fair and reasonable compensa¬ 
tion. Where the institution has no 
"customary cost of tuition" as defined 
in § 21.467 (a) (1) but requests payment 
of tuition for Part VII trainees on the 
basis of a claimed customary charge, 
payment will be made for Part VII 
trainees on the same basis as authorized 
for payment for Part VTII trainees under 
the provisions of § 21.530 where a fair 
and reasonable determination is re¬ 
quired for Part VIII trainees. 

(3) Optional fees. Optional fees for 
sendees not required to be paid by all 
students may be paid for Part VII 
trainees if the services covered by such 
fees are considered by the Manager to 
be necessary for the vocational rehabili¬ 
tation of the trainee. (Such optional 
fees are not authorized for Part VIII 
trainees.) 

(4) Special services. The full agreed 
cost of any special services or courses 
furnished at the request of the Veterans' 
Administration may be paid. 

* • • • • 

6. Immediately following § 21.443, the 
cross reference regarding "correspond¬ 
ence courses" is changed as follows: 

Cross Reference: Fates for correspond¬ 
ence courses. (See §§ 21.625 through 21.627.) 

7. Section 21.446 Adjustment of tui¬ 
tion payments to nonprofit educational 
institutions (see limitations in §21.479) 
is revoked. 

8. In § 21.467, subparagraphs (1) and 

(3) of paragraph (b) are amended to 
read as follows: 

§ 21.467 Customary cost of tui¬ 
tion. * • • 

(b) Frozen tuition rates. (1) In the 
absence of a customary cost of tuition as 
defined in paragraph (a) (1) of this 
section and except for contracts and 
payments for courses of less than 30 
w r eeks, correspondence courses, institu¬ 
tional on-farm training courses, and ad¬ 
justed tuition payments to nonprofit 
institutions pursuant to paragraph 5, 
Part VTII, Veterans Regulation 1 (a), 
as amended, the provisions of section 2, 
Public Law 610. 81st Congress, freeze as 
the "customary cost of tuition" the tui¬ 
tion rate established in the most recent 
contract where one or more contracts 
under Public Law 16, Public Law 346, or 
any other agreement in writing, on the 
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basis of which tuition payments have 
been made from the Treasury of the 
United States, have been entered into in 
two successive years for the same courses. 

• » • » • 

(3) In any case where contracts have 
been entered into prior to July 13, 1950, 
for two successive years, as set forth in 
subparagraphs (1) and (2) of this para¬ 
graph. the tuition rate payable from 
July 13, 1950, on is the rate of the latest 
contract, even though that contract 
may have been in 1948 and may not 
have been on a negotiated or cost data 
rate basis, except that if the frozen rate 
was established under Public Law 266, 
81st Congress, the frozen rate will be 
payable from the date of such establish¬ 
ment under Public Law 266, 81st Con¬ 
gress. The effective date of the frozen 
rate established by contract for new 
schools or new courses after July 13, 
1950. will be the date as of which such 
rate is frozen under the law and this 
section. 

• * » • • 

9. Section 21.468 is revised to read as 
follows: 

§ 21.468 Definition of noprofit insti- 
tutions. An educational or training in¬ 
stitution offering courses of education 
and training under Part VIII, Veterans 
Regulation 1 (a). as amended (38 U. S. C. 
ch. 12), for the purpose of applying the 
governing statutes and applicable regu¬ 
lation of the Veterans' Administration 
respecting the payment of tuition and 
other charges, will be regarded, by vir¬ 
tue of section 3, Public Law 610, 81st 
Congress, as a nonprofit institution if it 
is exempt from taxation under section 
501, Internal Revenue Code of 1954 
(Public Law 591, 83d Congress). Educa¬ 
tional institutions which are instrumen¬ 
talities of a State or a political subdivi¬ 
sion thereof, such as State universities 
and public schools, do not come within 
the provisions of section 501, Internal 
Revenue Code of 1954 but are considered 
by the Internal Revenue Service and the 
Veterans* Administration as nonprofit 
institutions by virtue of the nature of 
such instrumentalities. The same rule 
will be applied administratively as to 
Part VII, Veterans Regulation 1 (a), as 
amended (Public Law 16, 78th Con¬ 
gress) . 

10. Section 21.469a is revised to read 
as follows: 

§ 21.469a Tuition charges payable for 
a revised, improved, or new related 
course. Where an institution having a 
customary cost of tuition (whether es¬ 
tablished by the definition or by the 
‘•frozen’* rate provision of sec. 2, Public 
Law 610, 81st Congress) for an existing 
course subsequent to July 13, 1950, re¬ 
vises or improves the existing course 
(or establishes a new related course) of 
substantially the same length and char¬ 
acter, the revised or related course will 
be subject to the same customary cost 
of tuition rate. If the revised or im¬ 
proved course is not of approximately 
the same length as the former course 
or if the new related course is not of 
approximately the same length as the 
existing course to which the new one 
is related, a new fair and reasonable 


RULES AND REGULATIONS 

rate must be established pursuant to ex¬ 
isting regulations. 

11. In § 21.469b, subparagraphs (1) 
and (3) of paragraph (a) are amended 
to read as follows: 

§ 21.469b Interim payments. (a) 

• * * 

(1) During the negotiations for a 
contract where it is mutually agreed be¬ 
tween the Veterans* Administration and 
the institution that contract negotia¬ 
tions under §§ 21.530 and 21.613 through 
21.619 should continue but cannot be 
concluded within 30 days subsequent to 
the expiration of the previous contract. 

* • * • * 

(3) During the pendency of any ap¬ 
peal which the institution may make 
to the Veterans’ Education Appeals 
Board, the pendency of an appeal to the 
Veterans* Education Appeals Board for 
courses of more than 30 weeks or the 
making of interim payments does not 
preclude the negotiation of a contract 
based upon an agreed rate. When con¬ 
tract negotiations are finally concluded, 
the contract rate will be effective as of 
the day following the termination of the 
previous contract or the first day of the 
period involved, if no previous signed 
contract existed. 

• * • • * 

12. In § 21.471, paragraph (b) (2) is 
amended to read as follows: 

§ 21.471 Payments of tuition and fees 
to nonprofit educational institutions for 
courses of 30 weeks or more . • • • 

(b) Bases of tuition payments. * • • 

(2) Adjusted tuition as provided in 
§ 21.479: Provided, That an institution 
desiring payment of adjusted tuition will 
apply in accordance with § 21.478 by let¬ 
ter to the Manager of the Veterans* 
Administration regional office having 
jurisdiction over the territory in which 
the institution is located. 

• • • * * 

13. The following sections are re¬ 
voked : 

§ 21.473 Tuition on the basis of $15 a 
month, $45 a quarter , or $60 a semester. 
I Revoked.] 

§ 21.474 Adjusted tuition on the basis 
of the nonresident tuition. [Revoked.] 

§ 21.475 Adjusted tuition on basis of 
estimated cost of teaching personnel and 
supplies for instruction. [Revoked.] 

§ 21.477 Veterans * Administration 
consideration of request made by educa- 
tional institution which has no custom¬ 
ary fees but has an over-all customary 
tuition charge (see limitations in 
§ 21.479). [Revoked.] 

14. In § 21.478. paragraphs (c>, (d), 
(e), (f), (g) and (h) are deleted. 

§ 21.478 Request for adjusted tuition 
(see limitations in § 21.479). ♦ • ♦ 

(c) through (h). [Deleted.] 

15. In § 21.479, paragraphs (b) and 
(c) are amended to read as follows: 

§ 21.479 Limitations on payment of 
adjusted compensation to nonprofit edu¬ 
cational institutions. • • • 

(b) Beginning with the school year 
1953-54, no adjusted tuition will be paid 


for disabled veterans enrolled in such 
institutions under Part VII, Veterans 
Regulation 1 (a), as amended (including 
veterans under Public Law 894, 81st Con¬ 
gress, as amended). This provision does 
not prohibit payment for any special 
services, as authorized elsewhere under 
Veterans* Administration regulations, 
where such special services are required, 
by reason of the veteran’s disability, to 
accomplish rehabilitation. 

(c) Beginning with the schopl year 
1953-54 an educational institution which 
is eligible for adjusted tuition payments 
for Part VIII veterans and which applies 
for adjusted tuition payments for the 
school year 1953-54 and after, will be 
paid at the rates applicable to the school 
year 1952-53, and the 1953 summer 
session, and will not be required nor per¬ 
mitted to receive any other adjusted 
rate. It is administratively determined 
that such rate does not exceed the esti¬ 
mated cost of teaching personnel and 
supplies for instruction. 

16. In § 21.494, paragraph (a) is 
amended to read as follows: 

§ 21.494 Basis for payment to all in¬ 
stitutions. * * * 

(a) Difference in method of deter¬ 
mining fair and reasonable compensa¬ 
tion when such determination is neces¬ 
sary. (See § 21.530.) 

* * • • • 

17. In § 21.495, paragraph (b) (2) is 
amended to read as follows: 

§ 21.495 Amount payable by the Vet¬ 
erans' Administration under Part VIII. 
Veterans Regulation 1 (a), as amended 
(38 U. S. C. ch. 12), for a course of less 
than 30 weeks. * • * 

(b) • • • 

(2) Fair and reasonable charge. Pay¬ 
ment on a fair and reasonable basis un¬ 
der either subdivision (i) or (ii) of this 
subparagraph will be in lieu of all 
charges for tuition and fees where an 
educational institution (not including 
educational institutions of higher learn¬ 
ing) does not have a customary cost of 
tuition under § 21.467 (a) (1). 

(i) The Veterans* Administration will 
pay a fixed fair and reasonable charge 
as follows: Except for courses provided 
by nonprofit institutions of higher learn¬ 
ing, institutional on-farm training 
courses, and correspondence courses, in 
any case wherein a school has entered 
into one or more contracts for a period 
or periods in excess of 12 calendar 
months (see example in § 21.467 (b) 
(2)) for a course or courses of educa¬ 
tion or training of less than 30 weeks, 
the rate of the last contract shall, with¬ 
out further justification, be paid as a 
fair and reasonable rate for such course 
or courses. However, the above shall 
not preclude an educational institution 
from requesting a fair and reasonable 
rate under § 21.530 which will be nego¬ 
tiated and allowed by the Veterans* Ad¬ 
ministration. Each such request by an 
educational institution will be submitted 
to the regional office with cost data 
provided on VA Form 7-1968 for profit 
institutions and VA Form 7-1969 for 
nonprofit institutions prepared in ac¬ 
cordance with Veterans’ Administration 
regulations. In any case wherein the 
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Manager believes that the last contract 
rate for tuition, books, or supplies was 
obtained as a result of fraud or misrep¬ 
resentation or was in conflict with the 
governing regulation, the Manager will 
carefully reexamine such rate, and if the 
contract is determined to have been in¬ 
valid, the Manager will take appropriate 
action including negotiation of a con¬ 
tract on a proper and legal basis. 

(ii) The Veterans’ Administration will 
determine and pay fair and reasonable 
charges (except for institutions of higher 
learning) where a customary charge 
does not exist under § 21.467 (a) (1) or 
a fixed fair and reasonable charge does 
not exist under paragraph (b) (2) (i) 
of this section. In such cases the Vet¬ 
erans’ Administration will negotiate with 
the school and determine a fair and 
reasonable charge under the provisions 
of § 21.530 and make a contract as re¬ 
quired under § 21.570. 

• * * • • 

18. Section 21.516 Review of charges is 
revoked. 

19. The centerhead immediately pre¬ 
ceding § 21.530 is amended to read as 
follows: “Method of Determining Fair 
and Reasonable Compensation’’. 

20. In § 21.530, paragraphs (a) (2) 

(iii), (vii), (5) (iii) (a). (5), (iv>, (v>, 
(vi). (b) (2) (vii). (viii) (a) (c). (4). 
and (d) are amended to read as follows: 

§ 21.530 Determination of fair and 
reasonable compensation —(a> Nonprofit 
institutions. The provisions of this 
paragraph are applicable to nonprofit 
institutions, as defined in § 21.468, where 
a fair and reasonable rate determination 
is required, under the provisions of 
§§ 21.443, 21.471, and 21.495. 

• • • ♦ • 

(2) Statement of cost data re¬ 
quired. • * • 

(iii) Depreciation on buildings and 
equipment. Nonprofit institutions which 
are not tax-supported may be allowed 
depreciation at a rate not in excess of 
4 percent on the original cost of the 
buildings used for instruction. If the 
nonprofit institution does not depreci¬ 
ate equipment for income tax purposes, 
up to 10 percent per year on the orig¬ 
inal cost of the equipment necessary 
for instruction may be accepted in lieu 
of Internal Revenue Service rates. De¬ 
preciation will be allowed on such items 
as classroom chairs, desks, lathes, large 
tools, testing machines, and similar 
equipment used for instructional pur¬ 
poses. Where the items of capital 
equipment individually are of small 
value, it is preferable that such items 
be grouped together, though this will 
apply only to those items of a similar 
nature and items valued individually 
at $50 or less. For example. 300 mis¬ 
cellaneous classroom chairs whose value 
varies from $5 to $10 each need not be 
itemized showing individual values, but 
the total value of all such chairs would 
be shown as a 1-line item; thus, if the 
actual total value of such chairs were 
$2,000, it would be shown as 300 class¬ 
room chairs, value—$2,000. Deprecia¬ 
tion on equipment used for administra¬ 
tive purposes shall be listed in the 
schedule of administrative expenses and 
will not be listed in the items for in¬ 


structional equipment. (Item 3—sched¬ 
ule C or optional equivalent schedule.) 
Notwithstanding the foregoing, where 
substantial sums are involved in the list¬ 
ing of any item or groups of items and 
it appears that further information is 
desirable, the Veterans’ Administration 
may require such additional data which 
is considered necessary for the deter¬ 
mination of reasonable depreciation 
allowances. 

• • * • • 

(vii) Allowance for administration 
and supervision. An allowance to cover 
the cost of supervisory, administrative, 
and clerical personnel, and the cost of 
consumable office supplies and other ex¬ 
penses required for administrative and 
supervisory offices may be made, includ¬ 
ing, where applicable, the related ex¬ 
penses of the State agency responsible 
for conducting the course. An amount 
not in excess of 5 percent of the cost of 
items in subdivisions (i), (ii>, (v), and 
(vi) of this subparagraph (items 1, 2. 
5 and 6 on VA Form 7-1969) may be 
included to cover those costs without 
detailed justification, and in such 
event, Schedule G will reflect the ap¬ 
propriate calculation without support¬ 
ing details. However, if the institution 
requests more than 5 percent allowance 
for administration and supervision, the 
educational institution will provide com¬ 
plete details in Schedule G. The chief, 
training facilities activity, is authorized 
to include in the fair and reasonable cost 
such amount in excess of 5 percent as 
the manager determines justified as rea¬ 
sonable and necessary for the conduct 
of a satisfactory program. (Item 7— 
Schedule G or optional equivalent 
schedule.) 

• * • • • 

(5) Establishment of customary cost 
of tuition under section 2, Public Law 
610, 81st Congress, and adjustment for 
surplus or deficit. * * • 

(iii) Where surplus or deficit exists 
school may elect to continue regulatory 
formula, (a) If a surplus or deficit still 
exists at the end of any contract or ad¬ 
justment period which occurs on or after 
the end of the 24 months' period, the 
rates in all succeeding contracts may 
be adjusted to absorb the surplus or 
return the deficit by continued applica¬ 
tion of the formula set forth in this 
paragraph or the institution may elect 
lump sum settlement of surplus or deficit 
as provided in <b) of this subdivision. 
Where the school elects to continue the 
regulatory formula, the contract will 
contain a clause for adjusting the tuition 
rates from time to time as desired by 
either party as follows: 

Article 1 (f). Revision of rates. 

(1) The rates of payment in article 1 (c) 
may be revised from time to time as pro¬ 
vided in this article 1 (f). 

(2) Within 30 days after the expiration of 
four or more calendar months, the con¬ 
tractor wUl advise the Veterans’ Adminis¬ 
tration, in writing, if the contractor desires 
any revision of the existing rates of com¬ 
pensation. If the Veterans’ Administration 
desires any revision of the existing rates, 
written notice to that efTect will be given to 
the contractor within 30 days after the ex¬ 
piration of four or more months. At such 
time as the contractor or the Veterans’ Ad¬ 


ministration desires a revision of rates, the 
contractor will furnish the Veterans’ Ad¬ 
ministration statements of the actual cost 
of operation on VA Form 7-1969 for the 
period beginning with the effective date of 
the current contract rate and ending with 
the last day of the most recent month im¬ 
mediately preceding the date of the request 
for revision. The contractor will permit 
such inspections of its books and records as 
the Veterans* Administration may request. 

(3) The Veterans’ Administration and the 
contractor will mutually agree upon the re¬ 
vised rate or rates to be effective as of the 
beginning of the month in which notice as 
set forth in (2) above was given and any 
revised rate or rates shall be embodied in a 
supplemental agreement to this contract and 
shall continue in effect until the termina¬ 
tion of the contract or untU subsequently 
revised in accordance with the provisions of 
this article. 

Where a change in contract rates is de¬ 
sired by either party, the Veterans’ Ad¬ 
ministration and the contractor will 
negotiate and mutually agree upon the 
revised rate or rates. Upon agreement 
between the contractor and the Veter¬ 
ans’ Administration as above specified, 
the contract will be supplemented to 
amend the tuition rates. At the termi¬ 
nation of contractual relationships un¬ 
der this paragraph, where contracts 
have been continued under the regula¬ 
tory formula, a final adjustment will be 
made, both where money is due the 
Government and where it is due the 
school. 

(6) At the end of any contract or con¬ 
tract adjustment period a surplus or 
deficit which resulted from the payment 
of the agreed fair and reasonable rate 
of compensation may be settled on a 
lump-sum basis, provided that appro¬ 
priate adjustment has been or is made 
for surpluses or deficits for all previous 
periods, including surplus which may 
have been on hand on March 1, 1949. 
The institution will submit to the re¬ 
gional office on VA Form 7-1969 a certi¬ 
fied statement of actual costs and actual 
hours of instruction for which the insti¬ 
tution is entitled to be paid for the period 
of the most recent contract. Allowable 
costs will include only those provided in 
the cost formula in this paragraph. 
Each such VA Form 7-1969 will include 
a statement on schedule K, part 2, of the 
surplus or deficit for the entire period 
between the effective date of the first 
contract under this paragraph and the 
termination date of the most recent con¬ 
tract plus any surplus determined as of 
March 1, 1949. These cost data will also 
be used for the determination of a new 
fair and reasonable rate to be included in 
the next contract. In no case will com¬ 
pensation for a deficit be made in an 
amount which when added to the fair 
and reasonable tuition and other charges 
for fees, books, and supplies result in the 
payment of a rate in excess of either the 
rate of $500 for a full-time course for an 
ordinary school year ($14.70 per week) 
or the claimed customary charges of the 
institution. 

* • • • • 

(iv) Establishment of customary cost 
of tuition upon lump-sum adjustment of 
surplus or deficit. If a surplus or deficit 
exists, the institution may elect at the 
expiration of the contract period which 
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occurs on or after 24 months or the 
expiration of any subsequent contract 
to make or receive a lump-sum adjust¬ 
ment of surplus or deficit and accept 
as a customary rate the rate established 
by the actual allowable cost of the prior 
contract, and no further adjustments 
will be required or made. In each case 
where an institution has a contract 
which serves as the basis for establishing 
a customary cost of tuition, the insti¬ 
tution will prepare on VA Form 7-1969 
a certified statement of actual costs and 
actual hours of instruction for which the 
institution is entitled to be paid for the 
period of such most recent contract. 
Allowable costs will include only those 
provided in the cost formula in this par¬ 
agraph. Each such VA Form 7-1969 will 
include a statement on schedule K, part 
2, of the surplus or deficit for the entire 
period, between the effective date of the 
first contract under this paragraph and 
the termination date of the contract 
which completed the 24-month period 
and which established the customary 
cost of tuition as provided in this sub¬ 
paragraph plus any surplus determined 
as of March 1, 1949. In each case where 
a surplus or deficit is determined, the 
most recent contract will be supple¬ 
mented (VA Form 7-1972). For pay¬ 
ment of surplus by the institution to the 
Veterans’ Administration, the standard 
clause provided in subdivision (iii) (b) 
( 1 ) of this subparagraph will be used. 
For payment of a deficit to the educa¬ 
tional institution by the Veterans* Ad¬ 
ministration, the standard clause pro¬ 
vided in subdivision (iii) (b) (2) of this 
subparagraph will be used. Where the 
school elects to repay an existing surplus 
through a lump-sum repayment to the 
Veterans’ Administration as in this sub¬ 
division and elects to establish a cus¬ 
tomary cost of tuition (frozen rate), the 
chief of the training facilities activity 
will secure from a responsible official of 
the institution a statement in writing 
as to the manner in which the lump¬ 
sum repayment will be made and will 
advise the finance officer accordingly in 
writing. Where payments of tuition 
rates under previous contracts have re¬ 
sulted in a deficit to the contractor and 
the school elects to be paid such deficit 
in a lump sum and elects to establish 
a customary cost of tuition (frozen rate), 
the Veterans* Administration will reim¬ 
burse the school by lump-sum settle¬ 
ment, as in this subdivision: Provided 
however , That in no case will compen¬ 
sation for a deficit be made in an amount 
which when added to the fair and rea¬ 
sonable tuition and other charges for 
fees, books, supplies, and equipment re¬ 
sults in the payment of a rate in excess 
of either the rate of $500 for a full-time 
course for an ordinary school year 
($14.70 per week) or the claimed cus¬ 
tomary charges of the institution. The 
Veterans* Administration will make pay¬ 
ment of the approved amount of the 
deficit upon the submission of a voucher 
for such lump-sum in accordance with 
Veterans’ Administration regulations, 
but itemization of charges for individual 
veterans will not be necessary. 

(v) Approval required for final sur- 
plus or deficit adjustments. Each case 
of a final adjustment for surplus, or defi¬ 
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cit or supplement to contract (VA 
Form 7-1972) and each determination 
of a lump-sum settlement of surplus or 
deficit as provided in subdivision (iii) 

(a) , (b), and (iv) of this subparagraph 
will require the approval of the Deputy 
Administrator for Veterans Benefits 
prior to distribution by the regional 
office. 

(vi) No allowance for liabilities under 
section 7, Public Law 610 , 81st Congress. 
In the computation of any tuition rate 
on a fair and reasonable basis, as in 
subparagraphs (4) and (5) of this para¬ 
graph, or the settlement of surplus or 
deficit as in this subdivision, no allow¬ 
ance will be made for the expense of lia¬ 
bilities imposed upon the school for 
overpayments of veterans subsistence 
pursuant to the provisions of section 7. 
Public Law 610, 81st Congress. The 
chief, training facilities activity, will re¬ 
quest the finance officer to provide in¬ 
formation relative to any such liabilities 
imposed on a nonprofit school. 

• • # • * 

(b) Other than nonprofit institutions. 

• * • 

(2) Statement of cost data required. 

* * • 

(vii) Administrative expenses. Actual 
administrative expenses which are con¬ 
sidered by the Manager reasonable and 
necessary in the operation of the school 
and are properly allocable to the courses 
under review. Such expenses may in¬ 
clude salaries of administrative and 
clerical personnel representing reason¬ 
able compensation for services actually 
performed and the cost of such items 
as postage, telephone and telegraph, 
travel, interest, legal and accounting 
fees for actual services (not retainers), 
stationery and office supplies, and such 
other similar expenses as are reasonable 
and necessary for the operation of the 
school: Provided , That in no case will 
there be included in the fair and rea¬ 
sonable cost determination a base salary 
in excess of the rate of $10,000 per 
annum for an individual who has a 
proprietary or bonus interest in the in¬ 
stitution. The administrative cost must 
be itemized, and the salary items must 
be supported by a statement showing 
for each person, the name, title, annual 
salary, percentage of time devoted to 
administration, and the amount of sal¬ 
ary allocated to the cost of the courses 
under review. Supporting details of 
item 7 will be provided in Schedule G 
or an optional equivalent schedule. 

(viii) Advertising expense. Adver¬ 
tising expense calculated in accordance 
with the procedure set forth in (a) and 

(b) of this subdivision and not to ex¬ 
ceed the limitations prescribed herein. 
Supporting details of item 8 will be pro¬ 
vided in schedule H of VA Form 7-1968 
or an optional equivalent schedule. 

(a) Determination of amount allow¬ 
able for advertising expense. Well- 
established profit institutions may be 
permitted to include actual advertising 
expenses for the period covered by the 
cost data in determining fair and rea¬ 
sonable costs where the percentage of 
actual advertising expense in relation to 
gross income from resident instruction 
for the period covered by the cost data 


does not exceed the average percentage 
of gross income expended by the institu¬ 
tion for advertising over the 5-year 
period immediately preceding June 22, 
1944, as evidenced by a certified state¬ 
ment of the institution as to advertising 
expenses and gross income from resident 
instruction for the periods covered, and 
where the percentage of advertising ex¬ 
pense in relation to gross revenue from 
tuition does not exceed the average per¬ 
centage of advertising costs for other 
comparable well-established schools in 
the area. Where the institution has not 
been established for a period of 5 years 
prior to June 22,1944, and therefore does 
not have a fair standard of experience 
with relation to advertising costs prior 
to the enactment of Public Law 346, the 
institution may be permitted to include 
advertising expense actually incurred 
during the period covered by the cost 
review in an amount not to exceed the 
average percent of gross income from 
resident instruction which other well- 
established comparable schools in the 
area have expended for advertising for 
the 5-year period immediately prior to 
June 22, 1944. If there are no other 
comparable schools in the area and if 
the institution does not have a 5-year 
experience prior to June 22, 1944, the 
schools may be authorized to include 
actual advertising costs at a rate shown 
by their experience, but not in an 
amount to exceed 8 percent of the total 
gross income from resident instruction 
for the period covered by the cost re¬ 
view unless determined by the Manager 
as reasonable and necessary in the op¬ 
eration of the school. Where there are 
no other comparable well-established 
schools in the area and the actual ad¬ 
vertising experience of the institution 
exceeds 8 percent of gross income from 
resident instruction, more than 8 per¬ 
cent may not be included in the fair 
and reasonable cost determination un¬ 
less approval is granted by the Manager 
for the inclusion of advertising costs in 
excess of 8 percent. In no event will a 
newly established school, without actual 
cost experience for advertising expense, 
be permitted to include in a fair and 
reasonable cost statement, advertising 
expense in excess of 8 percent of gross 
income from tuition for resident instruc¬ 
tion. 

• • # * * 

(c) VA Form 7-1969 and VA Form 

7-1968. * * ♦ 

(4) Number of copies and distribu¬ 
tion. VA Form 7-1969 or VA Form 
7-1968 will be prepared in triplicate by 
the educational institution. Upon com¬ 
pletion of negotiations and the establish¬ 
ment of an agreed contract rate, 
distribution will be made as follows: The 
original to the regional office concerned, 
duplicate to the educational institution, 
and triplicate to the Deputy Adminis¬ 
trator for Veterans Benefits. 

(d) When the chief , training facilities 
activity , has completed his analysis of 
the cost data. When the chief, training 
facilities activity, has completed his 
analysis of the cost data, he will deter¬ 
mine on the basis of the total number of 
all students trained and cost of the items 
listed in this section, after reflecting 
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known changes In costs, whether the 
customary charges of the educational or 
training institution are fair and reason¬ 
able. In making this determination, the 
chief, training facilities activity, will give 
consideration to the fact that it is not 
fair and reasonable for the Veterans* 
Administration to pay a charge based on 
the full cost of operating an educational 
institution under abnormal situations, 
such as periods when enrollments in the 
institution are far below the normal 
capacity and expectancy of the institu¬ 
tion, or where operating costs are greatly 
in excess of normal operating costs for 
other comparable institutions in the 
same general locality. Contracts, when 
required, will be negotiated to provide 
payment not to exceed the amounts 
determined by the chief, training facili¬ 
ties activity, to be fair and reasonable 
as provided in this section. In any case 
where the Manager believes that the last 
contract rate for tuition, books, or sup¬ 
plies was obtained as a result of fraud, 
misrepresentation, or was in conflict with 
governing regulations, the Manager will 
request the chief, training facilities ac¬ 
tivity, to carefully reexamine such rate, 
and. if the contract is determined to have 
been invalid, the Manager will take ap¬ 
propriate action including the negotia¬ 
tion of a contract on a proper and legal 
basis under the direction of the chief, 
training facilities activity. 

• • • * • 

21. Section 21.531 Adjustment of tui- 
tion on the basis of the cost of teaching 
personnel and supplies for instruction is 
revoked. 

22. In paragraph (b) of § 21.532, that 
portion of subparagraph (1) preceding 
subdivision (i) is amended to read as 
follows: 

§ 21.532 Basis of payment for con¬ 
sumable i?istmctional supplies under 
Parts VII and VIII, Veterans Regulation 
1 (a), as amended (38 U. S. C, ch. 12), 

• * • 

(b) Definitions —(1) Consumable in¬ 
structional supplies . Those supplies 
which are required for instruction in 
the classroom, shop (school), and lab¬ 
oratory of the educational institution 
(see § 21.530 (a) (2). (ii), § 21.530 (b) 

(2), and §21.614 (a) (4) (hi)), which 
are consumed, destroyed, or expended by 
either the student, the instructor, or 
both, in the process of use, and which 
have to be replaced at frequent intervals 
without adding to the value of the in¬ 
stitution’s physical property, are defined 
as consumable in structional supplies. 
Examples are chalk, nails, sandpaper, 
paint, and consumable teaching aids. 
For the purpose of payment by the Vet¬ 
erans’ Administration, the term “con¬ 
sumable instructional supplies” may 
include virtually any items consumed, 
destroyed, expended, or ruined, in the 
process of teaching students to perform 
essential job operations, processes, and 
skills required in the course of study as 
recognized by regularly established in¬ 
stitutions. Expenses for “Consumable 
instructional supplies” are operating 
expenditures as distinguished from cap¬ 
ital expenditures for equipment such as 
lathes, drill presses, etc. Items properly 
classified as consumable instructional 
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supplies may be grouped under one of 
the following three classifications: 

• • • • • 

23. In § 21.539, paragraph (f) is 
amended, former paragraph (h) is de¬ 
leted, and former paragraphs (i) through 
(o) are redesignated (h) through (n), 
so that the amended and redesignated 
material reads as follows: 

§ 21.539 Books, supplies, and equip¬ 
ment, including tools, for Part VII or 
Part VIII trainees; furnished by an edu¬ 
cational institution. * ♦ • 

(f) Billing for “supplies”. Charges 
for “supplies” furnished by an institu¬ 
tion to trainees may be billed immedi¬ 
ately after such articles are issued or 
may be included in the billing for tui¬ 
tion and incidental fees. 

* * • • • 

(h) Compensation for handling and 
issuing “supplies ” for Part VII and Part 
VIII trainees. (1) Educational and 
training institutions furnishing to 
trainees “supplies’* which are custom¬ 
arily required to be owned personally 
by other students pursuing the same or 
similar courses, may be compensated for 
such services on the basis of 10 percent 
of the customary charge for the “sup¬ 
plies” furnished except as provided in 
subparagraph (10) of this paragraph. 

(2) The provision for a 10-percent 
handling charge applies when the in¬ 
stitutions do not customarily furnish 
such items for all students but which 
either permit or require all students to 
purchase “supplies” from any available 
source of supply. 

(3) The provision for a 10-percent 
handling charge applies also when the 
institution provides through the opera¬ 
tion of an institutional supply store or 
bookstore for furnishing such “supplies”: 
or the institutions may arrange with 
bookstores or agencies not connected 
with or operated by the institution to 
furnish “supplies’* as authorized by it. 
In such cases, the institution is entitled 
to the 10-percent handling charge, pro¬ 
vided the billing to the Veterans* Ad¬ 
ministration for such “supplies” is done 
by the institution. 

(4) Where it is customary in a sur¬ 
vey subject to permit all students to 
obtain the aggregate of books for the 
subject (referred to as a rental set) on 
a rental basis and the ownership or per¬ 
manent possession by the student of 
such books is not required for the satis¬ 
factory completion of the subject, 
trainees should be granted the rental 
sets on the same basis as they are rented 
to other students and the rental instead 
of purchase price charged to the Vet¬ 
erans’ Administration. The 10-percent 
handling charge applies in such case. 
Note that this provision is limited to 
rental sets. (For cases where the in¬ 
stitution provides other books by rental, 
see subparagraph (5) of this paragraph.) 

(5) Where the institution customar¬ 
ily furnishes “supplies”, or any of these 
items, for all students enrolled either on 
a rental charge, or fee basis and either 
includes the charge for such items in 
the tuition or collects an additional 
amount therefor from each student, the 
provision for a 10-percent handling 
charge does not apply. 
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(6) The 10-percent handling charge 
is not applicable to Government-owned 
books such as those procured from the 
Library of Congress since there is a sep¬ 
arate provision for compensating the in¬ 
stitution for the issuance and handling 
of these books. 

(7) The 10-percent compensation 
paid to institutions is considered an ad¬ 
ministrative expense of the Veterans* 
Administration and not a charge against 
the period of eligibility of an individual 
veteran. In those cases where a vet¬ 
eran elects to have his eligibility 
charged in order to have the Veterans* 
Administration pay the cost of a course 
of education in excess of the rate of $500 
per year, the 10-percent compensation 
for handling costs paid to the institution 
will not be included in the cost of the 
course. Therefore, it will not be nec¬ 
essary on public vouchers for “supplies” 
to show the allocation of the 10-percent 
charge to the materials issued to each 
individual veteran. 

(8) Where the 10-percent handling 
charge is applicable, it may be shown as 
one item following the total charges for 
“supplies” on Standard Form 1034 and 
need not be entered in the individual 
supporting schedules. 

(9) Where contracts are required for 
either Part VII or Part VIII, and the 
institution or establishment is entitled 
to and requests the 10-percent compen¬ 
sation for furnishing “supplies” to vet¬ 
erans, the contract must provide for 
such compensation. 

(10) It is considered that compensa¬ 
tion in the amount of 10 percent of the 
customary charge is a reasonable reim¬ 
bursement to colleges, universities, and 
other schools providing academic courses 
where there is a small percentage of ex¬ 
pensive equipment required to be fur¬ 
nished to veterans. However, in the case 
of trade and professional schools and, in 
some instances, professional courses in 
academic schools where items of equip¬ 
ment costing in excess of $50 are 
required and issued, the maximum 
allowance of 10-percent compensation 
on the customary charge for such ex¬ 
pensive equipment may result in com¬ 
pensation in excess of a reasonable 
allowance for the costs incurred by the 
institution in procuring, issuing, and 
billing for such equipment. In view of 
these facts. Managers will review the 
handling charges being paid to institu¬ 
tions where expensive items of equip¬ 
ment are required to be issued to 
veteran-trainees under Parts VII and 
Vm, Veterans Regulation 1 (a), as 
amended. However, the institution 
should not be required to submit detailed 
billings on books, supplies, and equip¬ 
ment for the purpose of accomplishing 
this review. If it is considered by the 
Manager that the allowance of 10 per¬ 
cent is resulting in payment by the Vet¬ 
erans* Administration of more than a 
reasonable amount of compensation for 
the costs incurred by the institutions, 
the Manager may authorize the payment 
of such lesser sums as may be agreed 
upon with the institution, based on the 
customary charges of the items fur¬ 
nished, which will result in reasonable 
compensation to the institutions for 
services rendered. In those cases where 
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the rate of compensation is agreed upon 
between the institution and the Vet¬ 
erans’ Administration at a figure less 
than 10 percent, such adjusted rate will 
be for prospective application and will 
not be applied for services rendered prior 
to the date of the agreement. Where 
contracts are otherwise required, the 
agreed rate will be inserted in such con¬ 
tracts when they are negotiated, but 
existing contracts need not be changed 
with respect to the percent compensa¬ 
tion prior to the termination date of 
such contracts unless the institution will 
voluntarily agree to a reduction and 
amendment to the contract. Where con¬ 
tracts are not otherwise required for 
payments and a rate of compensation 
less than 10 percent is agreed upon be¬ 
tween the institution and the Veterans* 
Administration, the finance officer will 
be furnished with a written memoran¬ 
dum from the vocational rehabilitation 
and education division setting forth the 
agreed rate of compensation and the 
effective date thereof. 

(i) Procurement by institution. Insti¬ 
tutions will normally furnish, issue, or 
release the required supplies to the 
trainee through such channels as it des¬ 
ignates. 

(j) Limitations on amount for on-the- 
job training establishments. Establish¬ 
ments providing on-the-job training 
may furnish the required articles by pur¬ 
chase in accord with current Veterans* 
Administration regulations. 

<k) Release of “supplies ” to trainees. 
•'Supplies” will not be marked to indicate 
ownership by the United States and will 
be deemed released to the trainee at the 
time they are furnished. 

(1) " Supplies " previously issued to 
trainee by the institution at Veterans * 
Administration expense may be returned 
by the trainee. 

(1) As a result of failure to complete 
or a change of course. 

(2) Voluntarily because he has no 
further need for them. 

(m) Limitations on procurement of 
tools, supplies, and equipment and pay¬ 
ment therefor. (1) Under the provi¬ 
sions of paragraph 5, Part vm. Veterans 
Regulation 1 (a), as amended, the Ad¬ 
ministrator may pay for books, supplies, 
equipment, and other necessary expenses 
as are generally required for the success¬ 
ful pursuit and completion of the course 
by other students in the institution. 
Paragraph (e) (1) of this section pro¬ 
vides that the institution will assure it¬ 
self that the Veterans’ Administration is 
not billed for "supplies” at an unreason¬ 
able price and paragraph (e) (6) of this 
section provides that if the institution 
furnishes items of "supplies” specifically 
purchased for trainees only (i. e., not 
handled through a book or supply store 
for all students), such items will be billed 
at cost to the institution. Under para¬ 
graph (e) (1) and (6) of this section 
the Veterans* Administration will pay 
for "supplies” at prices regularly and 
customarily charged to other students 
where there are substantial numbers of 
students other than those pursuing 
courses under the provisions of Part VII 
and Part VHI, Veterans Regulation 1 
(a), as amended, and where there is a 
well-established policy of the institution 
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with respect to the requirement for the 
student to furnish personally the 
"supplies”. 

(2) In all other cases of institutions 
or courses established subsequent to 
June 22, 1944, where the enrollment in 
the institution or courses involved con¬ 
sists solely or primarily of veterans 
pursuing courses u nder the provisions of 
Part VH and Part vm. as amended, the 
Veterans’ Administration will pay for 
"supplies” at a price not in excess of 
the lowest wholesale price at which the 
"supplies” may be purchased in a com¬ 
petitive market. This policy is for ap¬ 
plication in the case of all "supplies,” 
including those for which separate reim¬ 
bursement is made to the institution 
and those which are included in the 
over-all tuition or fee charge. 

(i) Except as provided in subpara¬ 
graph (1) of this paragraph, effective 
June 22, 1950, the Veterans* Administra¬ 
tion will not agree prospectively to pay 
for tools, supplies, and equipment, un¬ 
less such items are provided at the rate 
established by the lowest of at least three 
bids or quotations from reputable and 
reliable established dealers or distribu¬ 
tors. Therefore, prior to the negotiation 
or renewal of any contract and prior 
to the approval of payment bases for 
tools, supplies, and equipment for edu¬ 
cational institutions receiving payment 
without a contract, each educational in¬ 
stitution affected under this subpara¬ 
graph will be required to submit or make 
available to the Veterans’ Administra¬ 
tion such data and information as will 
clearly indicate to the satisfaction of 
the Veterans’ Administration that the 
agreed amount to be paid by the Vet¬ 
erans* A dmini stration for items neces¬ 
sary for veteran training under Part 
VH and Part VIII is no greater than 
the lowest price at which such items can 
be procured in a competitive market. 
When possible, at least three bids or 
quotations will be solicited from prime 
sources of supply. Competition between 
a manufacturer and his distributors or 
jobbers or a bid or quotation by a firm 
debarred by the Veterans* Administra¬ 
tion from bidding on Veterans* Admin¬ 
istration requirements or affiliates of 
such firm will not be considered as com¬ 
plying with the intent of this subdivi¬ 
sion. Acceptable bids or quotations will 
show prices for items delivered at the 
school (i. e., f. o. b. the school) and also 
will show all trade discounts. Where 
tools, supplies and equipment are pur¬ 
chased by the Veterans’ Administration 
for veterans who are training on the job, 
which are the same or comparable to 
those required by the school to be fur¬ 
nished for veterans, the Veterans’ Ad¬ 
ministration regional office will inform 
the educational institution that one of 
the bids or quotations must be from such 
a Veterans’ Administration designated 
supply source. After the Veterans’ Ad¬ 
ministration has determined that the 
items have been or will be procured at 
a reasonable price, the source of supply 
is not a matter of concern for the Vet¬ 
erans* Administration, except that the 
cost of supplies procured from a de¬ 
barred bidder and issued to a veteran in 
training will not be paid for by the Vet¬ 


erans* Administration unless the price 
charged by such firm or affiliate for 
articles of equal quality is lower than 
any of the bids submitted by qualified 
bidders. 

(ii) Under existing contracts with 
institutions affected under this sub- 
paragraph, the Veterans* Administration 
will not pay a marked-up price to the 
institution (whether or not within re¬ 
tail or list price), where the supplies 
have been procured from or through a 
dummy corporation or other affiliate of 
the institution, but will pay for such 
supplies at an amount not in excess of 
the cost thereof to such dummy corpo¬ 
ration or affiliate. 

(iii) In addition to the above limita¬ 
tions in this paragraph respecting the 
payment for tools, supplies, and equip¬ 
ment, it is emphasized that only the 
amounts and kind of tools, supplies, and 
equipment which normally are required 
by well-established schools offering the 
same or similar instruction and which 
are essential to the training process will 
be provided for training of veterans un¬ 
der Part VH and Part Vin, as amended. 
Under the provisions of Part VIII, as 
amended, the Veterans* Administration 
has no authority to furnish personally 
to a veteran enrolled in institutional 
training any tools, supplies, and equip¬ 
ment w’hich have been customarily 
maintained by well-established educa¬ 
tional institutions and issued to students 
from a central tool room or tool crib 
as needed during classroom periods; or 
which are maintained at central points 
in a classroom or laboratory on tool 
boards, benches, racks, stands, or in 
cabinets, where they can be used as 
needed by individual students without 
materially delaying or retarding the 
progress of other students; or which are 
maintained for the use of instructors to 
demonstrate processes to groups of 
students or to check, test, or gage 
periodically the results of student work. 
Such tools, supplies, and equipment shall 
be considered capital equipment to be 
furnished by the institution as dis¬ 
tinguished from those tools, supplies, and 
equipment each student is customarily 
required and expected to own and which 
he needs to have in his possession at all 
times in his tool kit or on his desk or 
bench at each class period in order to 
progress satisfactorily in training with¬ 
out disrupting the work of other students. 

(n) Reexamination of charges. In 
any case where the Manager believes 
that the last contract rate for tuition, 
books, or supplies was obtained as a re¬ 
sult of fraud, misrepresentation, or was 
in conflict with the governing regulation, 
the Manager will carefully reexamine 
such rate, and, if the contract is deter¬ 
mined to have been invalid, the Manager 
will take appropriate action including 
the negotiation of a contract on a proper 
and legal basis. 

24. In 5 21.541, paragraphs (d) <1) 
and (e) are amended to read as follows: 

§ 21.541 Disposal of returned books, 
supplies, and equipment furnished 
through educational institutions to Part 
VII and Part VIII, Veterans Regulation 
1 (a), as amended (38 U. S. C. ch. 12), 
trainees. * * * 
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(d) Recovery and sales to vistitutioTis. 

(1) Where the institution does not agree 
to reissue recovered supplies as provided 
in paragraph (c) of this section, but 
does desire to recover and to purchase 
supplies turned in by veterans enrolled 
in the institution, the regional office is 
authorized to negotiate for the sale of 
such supplies as provided in this para¬ 
graph. Sale prices of supplies shall not 
be less than the current or usual mar¬ 
ket prices for used supplies of the same 
type and similar condition but generally 
not less than 50 percent of the original 
wholesale cost (actual or estimated). 
Contracts or supplements to contracts 
are not required, but the purchase of 
supplies by the institution may not be 
effected until the proposed schedule of 
prices are approved by the Manager on 
one of the following bases: 

• • • • • 

(e) Other disposition. Wherever dis¬ 
position of returned trainee supplies 
cannot be accomplished under the pro¬ 
visions of paragraphs (c) and (d) of this 
section, the Veterans’ Administration 
will arrange for disposition in accord¬ 
ance with Veterans’ Administration vo¬ 
cational rehabilitation and education 
procedures. 

25. In § 21.548, paragraph (a) is 
amended to read as follows: 

§ 21.548 Payments for cooperative 
course, (a) Payments to the institution 
will be only for that portion of training 
or instruction given by the institution. 
The basis for charge will be determined 
in the light of the applicable portion of 
§§ 21.467 through 21.479, 21.484, 21.485. 
21.493 through 21.495, and 21.503 
through 21.511. 

* * * * * 

26. In § 21.549, paragraph (b) is 
amended to read as follows: 

§ 21.549 Payments for related train¬ 
ing. • * * 

<b) Tuition charges will be deter¬ 
mined in accord with applicable por¬ 
tions of §§ 21.467 through 21.479, 21.484, 
21.485. 21.493 through 21.495, and 21.503 
through 21.511, 

***** 

27. Section 21.557 is revised to read as 

follows: 

§ 21.557 Payments in lieu of tuition 
mid fees. Hospitals approved by the 
appropriate State agency for training in 
connection with residencies for qualified 
Physician veterans enrolled under Part 
Vin, Veterans Regulation 1 (a). as 
amended (38 U. S. C. ch. 12), (or Part 
VII), may be paid as follows: For 
courses of more than 30 weeks (resi¬ 
dency training usually covers 52 weeks) 
in accord with the bases set forth in 
$$ 21,467 through 21.479 or 21.484 and 
21.485. 

28. Section 21.568 is revised to read as 

follows: 

§ 21.568 Agreement for free instruc¬ 
tion. Certain public schools make no 
charges of any kind for instruction, serv¬ 
ices, or supplies. When it is desired to 
enter Part VII, Veterans Regulation 1 
( a>, as amended (38 U. S. C. ch. 12). 
trainees into such institutions, an agree¬ 


ment will be made in duplicate. The 
original will be retained in the training 
facilities activity of the regional office 
and the copy will be returned to the 
institution. If any charges whatsoever 
are to be made, such as for student body 
fee or for books or supplies, VA Form 
7-1903 will be executed. 

29. In § 21.569, paragraph (a) is 
amended to read as follows: 

§ 21.569 Authority to make contracts. 
(a) The Manager, Assistant Manager, 
and chief, vocational rehabilitation and 
education division, in a regional office 
are authorized, with the exception of 
correspondence courses, to enter into 
contracts in accordance with existing 
laws, regulations, and policies with pub¬ 
lic or private educational or training 
institutions (other than for training on 
the job) in the territory of that regional 
office for the purpose of providing courses 
of education and training for veterans 
enrolled under the provisions of Public 
Laws 16 and 346, 78th Congress, as 
amended. In addition, the authority to 
sign contracts as in this paragraph may 
be delegated by the Manager to the chief, 
training facilities activity, in those re¬ 
gional offices where the chief, vocational 
rehabilitation and education division, 
recommends such action to the Manager. 
***** 

30. In § 21.570, paragraphs (a), (b) 

(1). (2). (3) and (d) are amended to 
read as follows: « 

§ 21.570 Determination when contract 
or statement of charges is required, (a) 
Except as provided in paragraph (b) (4) 
(i) of this section, contracts under 
Public Law 16. 78th Congress, are re¬ 
quired before payment can be made to 
educational institutions or other than 
educational institutions for the rehabili¬ 
tation of eligible veterans. 

(b) • * • 

(1) With institutions providing insti¬ 
tutional on-farm courses see §§21.613 
through 21.619. 

(2) With institutions offering courses 
of instruction by correspondence, see 
§§ 21.625 through 21.627. 

(3) With nonprofit institutions which 
elect and are permitted to receive pay¬ 
ments of other than customary tuition 
on the credit-hour rate (§ 21.479). In 
such cases, contracts will be made effec¬ 
tive with the beginning of the first term, 
semester, or quarter subsequent to the 
date the institution submits a formal 
request for payment of adjusted tuition 
on the basis of § 21.479. provided such 
request is approved by the Veterans’ 
Administration. 

• * • • • 

(d> In all cases where a contract on 
VA Form 7-1903 is not required as in 
paragraph (c) of this section, the train¬ 
ing facilities activity will notify the fi¬ 
nance officer, in writing, of the charges 
for the courses to be offered, including 
the rate of tuition, reference to the ap¬ 
propriate Veterans’ Administration regu¬ 
lation under which such charge or 
charges are authorized, separate charges, 
if any. for books, supplies and equipment, 
school calendar, schedule of classes and 
hours of training, refund policy, and 
such other provisions as are required to 


determine proper payment for the train¬ 
ing of veterans. Where it is acceptable 
to the institution, such information as 
described in this paragraph will be ob¬ 
tained from the institution on VA Form 
7-1957 or an optional equivalent schedule 
which will provide appropriate details 
in a similar manner. Where the insti¬ 
tution has no customary cost of tuition 
under § 21.467 and the institution refuses 
to make a contract as in paragraph (b) 

(4) (i) of this section, the institution 
shall be advised, in writing (no form 
letter prescribed or authorized), by the 
training facilities activity as to the 
charges for courses to be offered and all 
other pertinent data as described in this 
paragraph, for the purpose of providing 
the basis upon which the Veterans’ Ad¬ 
ministration will pay. The information 
for payments under paragraph (b) (4) 
(i) of this section will be obtained from 
data in previous contracts, statements of 
charges, letters, or through further re¬ 
quests from the institution, if necessary, 
and prior to payment will require the ap¬ 
proval by the training facilities activity 
in the regional office. 

* * * * * 

31. Section 21.572 is revised to read as 
follows: 

§ 21.572 Renewals or supplements to 
contracts. Renewals of contracts in lieu 
of making new contracts may be accom¬ 
plished by the completion of renewal 
agreements when no change is made in 
existing contractual provisions. Sup¬ 
plements to contracts may be negotiated 
when necessary to extend the period of 
a contract and to provide for changes 
in the school calendar or in the schedule 
of instructional hours, or other matters 
required by existing Veterans’ Adminis¬ 
tration regulations. Except where a 
customary cost of tuition has been estab¬ 
lished under the provisions of § 21.467 
(b), or where continued payment of a 
fair and reasonable tuition is author¬ 
ized by § 21.495 (b) (2) (i). a contract 
originally negotiated on the basis of fair 
and reasonable compensation will not be 
renewed until the submission of proper 
cost data required and unless such data 
justifies a continuation of the terms of 
the existing contract. (See § 21.530.) If 
the examination of the cost of operation 
in accordance with Veterans* Adminis¬ 
tration requirements indicates that the 
tuition rate or other provisions are to 
be changed, a supplement to the old 
contract or a new contract must be 
negotiated. 

32. In § 21.573, paragraph (a) is 
amended and paragraphs (c) and (d) 
are deleted: 

§ 21.573 Negotiation —(a) Prelimi¬ 
nary negotiations. In all cases in which 
it is ascertained that a contract will be 
required, the institution will be notified 
that payments for veterans may be made 
only under contracts negotiated in ac¬ 
cordance with the provisions of applica¬ 
ble Veterans’ Administration regulations 
and instructions, and negotiations will 
be initiated with all those institutions 
desiring to enroll veterans under Public 
Laws 16 and 346, 78th Congress, as 
amended. In any case in which a con¬ 
tract is required under Veterans’ Admin- 
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istration regulations for the education 
and training of veterans under the pro¬ 
visions of Public Laws 16 and 346, as 
amended, no payment will be made to 
an institution until a contract between 
the Veterans* Administration and the in¬ 
stitution has been completed except as 
otherwise provided in Veterans' Admin¬ 
istration regulations. 

* » * * » 

(c) [Deleted.] 

(d) lDeleted.! 

33. Section 21.574 VA Form 7-1903 is 
revoked. 

34. Section 21.575 is revised to read 
as follows: 

§ 21.575 Deviation from contract 
terms . (a) All charges, services, and 

other terms shall be stated in the con¬ 
tract, and no deviation will be made 
therefrom during the period covered by 
the contract except as authorized. 

(b) Except as authorized in Veterans’ 
Administration regulations, contracts 
may not be accepted in which the printed 
provisions of the contract form are in 
any manner amended, modified, or abro¬ 
gated, unless authorized in advance by 
central office. 

(c) Courses or services and charges 
therefor, not included in the original 
contract, may be provided for by the 
negotiation of a supplement to the 
contract. 

35. Section 21.576 Period covered by 
contracts is revoked. 

36. Section 21.578 is revised to read as 
follows: 

§ 21.578 Contracts signed under mu¬ 
tual mistake of fact. Any contract 
signed under a mutual mistake of fact 
consisting in action of a Veterans' Ad¬ 
ministration contracting officer and an 
official of any school signing a purported 
contract subsequent to July 13, 1950, 
providing for other than an established 
customary cost of tuition, when in fact 
at the time the contract was signed the 
school had a customary cost under ex¬ 
isting Veterans' Administration regula¬ 
tions or directives presently provided in 
§ 21.467 (b), will upon request of the 
school, be reported to the Deputy Ad¬ 
ministrator for Veterans Benefits, with 
full statement of facts, for consideration 
of cancellation of the contract. If can¬ 
celed, the frozen rate will be payable 
retroactively and prospectively in lieu 
of the contract rate, but payment of 
such contract rate should be made in 
the interim pending notification as to 
cancellation, such payment to be with¬ 
out prejudice to the rights of either the 
school or the Government. 

37. In § 21.606, that portion of para¬ 
graph (b) preceding subparagraph (1) 
is amended to read as follows: 

§ 21.606 Contracts required. ♦ * ♦ 

(b) If a contract proposal for flight 
courses does not conform to the pro¬ 
vision listed in paragraph (a) (1) of this 
section, but the Manager, nevertheless, 
considers that the proposal should be ac¬ 
cepted, the proposal may be approved if 
supported by adequate facts and state¬ 
ments to substantiate the proposed 
charges as fair and reasonable as pro¬ 
vided for in § 21.530. Each statement 


RULES AND REGULATIONS 

to be submitted must be certified by an 
official of the school or institution and 
must include the following: 

• • • • • 

38. Section 21.607 Preparation of con¬ 
tracts is revoked. 

39. The following sections are revoked: 

§ 21.609 Payment under contracts. 
[Revoked.] 

§ 21.611 Execution and revision of 
contracts. [ Revoked. 1 

40. In § 21.612, paragraph (c) (2) is 
amended to read as follows: 

§ 21.612 Payment for flight training 
in nonprofit institutions. * • • 

(c) Payment for required flight 
courses. • • • 

(2) If the nonprofit institution has 
elected and is permitted to charge the 
Veterans' Administration on the basis 
of other than customary tuition charges 
(§ 21.479), the total payment to the in¬ 
stitution for the other than customary 
tuition will be limited to an amount 
which together with the customary 
charges for fees (including flight train¬ 
ing), books, supplies, equipment, and 
other necessary expenses will not exceed 
the rate of $500 for a full-time course 
for an ordinary school year. (See 
§§ 21.470 (b) (2) and 21.517.) If the 
total customary charges for fees (includ¬ 
ing flight training), books, supplies, 
equipment, and other necessary ex¬ 
penses, but exclusive of tuition charges, 
exceed the rate of $500 for a full-time 
course for an ordinary school year, the 
veteran may elect to have the amount 
of such excess customary charges, ex¬ 
clusive of tuition, paid by the Veterans’ 
Administration and his entitlement 
charged for the excess or he may elect 
to pay the excess personally. 

• • • * • 

41. In § 21.613, paragraph (b) is 
amended and paragraph (c) is deleted. 

§ 21.613 Payments for institutional 
on-farm training. • • • 

(b) Basis for payment. Contracts 
will be prepared on VA Form 7-1903 and 
will provide for payment for institu¬ 
tional on-farm training at a fixed 
monthly rate per student to include the 
cost of instruction in the classroom, in¬ 
dividual instruction on the farm, and 
supervision, which has been determined 
to be fair and reasonable by the regional 
office in accordance with the formula 
and criteria set forth in § 21.614. 

(c) lDeleted.] 

42. In § 21.614, subdivisions (v) and 
(vi) of paragraph (a) (4) are amended 
to read as follows: 

§ 21.614 Determination of fair and 
reasonable compensation for institu¬ 
tional on-farm training —(a) Certified 
financial statement required. • • • 

(4) * • • 

(v) Building operation and mainte¬ 
nance ; depreciation , and rent. Cost of 
the pro rata portion of depreciation on 
instructional equipment, heat, light, 
power, water, janitor service, building 
maintenance, rent of non-publicly 
owned facilities, and insurance for class¬ 
room and laboratory space which may 
be allocated to these courses on the basis 


of the time the classrooms are used for 
these courses in relation to the full-time 
use of such classrooms and laboratories. 
A sum not in excess of $1.25 per student 
per month is acceptable as a fair and 
reasonable charge for this item without 
detailed calculation. There must be a 
clear showing on the part of the insti¬ 
tution, where more than $1.25 per stu¬ 
dent-month is requested for a class of 
less than 12, that all reasonable efforts 
have been made to schedule such class¬ 
room instruction in an economical man¬ 
ner to prevent any excessive expense in¬ 
volved in the operation of the school 
plant, or a portion thereof. 

(vi) Allowance for administration and 
supervision. An allowance to cover the 
cost of supervisory, administrative, and 
clerical personnel and the cost of con¬ 
sumable office supplies and other ex¬ 
penses for administrative and supervisory 
offices including related expenses of the 
State agency responsible for conducting 
these courses. The salary, or any part 
thereof, of a regular employee of the 
local, county, or State school system will 
not be allowed as a part of the fair and 
reasonable cost except where the duties 
of such employee on behalf of the in¬ 
stitutional on-farm program are clearly 
and definitely defined and measured and 
are performed at times other than dur¬ 
ing their regular hours of employment 
for duties other than those pertaining to 
institutional on-farm program. An 
amount not in excess of 5 percent of the 
cost of items in subdivisions (i) through 
(v) of this subparagraph may be in¬ 
cluded to cover these costs without de¬ 
tailed justification. However, if the 
institution requests more than a 5 per¬ 
cent allowance for administration and 
supervision, the chief, training facili¬ 
ties activity, is authorized to include in 
the fair and reasonable cost, such 
amount in excess of 5 percent as may be 
justified as reasonable and necessary to 
conduct a satisfactory program. Any 
request for an amount in excess of 5 
percent for administration and super¬ 
vision must be supported by a detailed 
schedule of the cost of the items in¬ 
cluded. Where a request is made for an 
amount in excess of 5 percent for ad¬ 
ministration of a class of less than 12, 
there should be a clear showing on the 
part of the institution that considera¬ 
tion has been given to the reduced num¬ 
ber of trainees and the amount claimed 
is reasonable and necessary for the oper¬ 
ation of the program. 

* • • • • 

43. In § 21.616, the unnumbered para¬ 
graph appearing at the end of paragraph 
(b) and that portion of paragraph (c) 
(1) preceding subdivision (i) are 
amended and a new paragraph (e) is 
added as follows: 

§ 21.616 Review and adjustment of 
contract rates. * • • 

(b) Revision of rates. * * * 

Where a change in contract rates is de¬ 
sired by either party, the Veterans' Ad¬ 
ministration and the contractor will 
negotiate and mutually agree upon the 
revised rate or rates. Upon agreement 
between the contractor and the Vet¬ 
erans’ Administration as in this para- 
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graph, the contract will be supplemented 
to amend the tuition rates. 

(c) Lump-sum adjustment of surplus 
or deficit upon completion of a contract 
or adjustment period or at the termina¬ 
tion of contractual relationships. (1) At 
the end of any contract or adjustment 
period a surplus or deficit which re¬ 
sulted from the payment of the agreed 
fair and reasonable rate of compensa¬ 
tion may be settled on a lump-sum basis, 
provided that appropriate adjustments 
have been or are made for surpluses or 
deficits for all previous periods, includ¬ 
ing surplus which may have been on 
hand on September 1, 1947. The insti¬ 
tution will submit to the regional office 
on VA Form 7-1969 a certified statement 
of actual costs and actual months of 
instruction for which the institution 
was entitled to be paid for the period of 
the most recent contract. Allowable 
costs will include only those provided in 
the cost formula in §§21.613 through 
21.619. Each such VA Form 7-1969 will 
include a statement on schedule K, part 
2, of the surplus or deficit for the entire 
period between the effective date of the 
first contract for on-farm training under 
Public Law 377, 80th Congress, and the 
termination date of the most recent con¬ 
tract plus any surplus determined as of 
September 1, 1947. These cost data will 
also be used for the determination of a 
new fair and reasonable tuition rate to 
be included in the next contract. In no 
case will compensation for a deficit be 
made in an amount which when added 
to the fair and reasonable tuition and 
other charges for fees, books, supplies 
and equipment result in the payment of 
a rate in excess of either the rate of 
$500 for a 12-month period ($41.66 per 
month), or the claimed customary 
charges of the institution, for contracts 
entered into subsequent to February 21, 
1952. (See § 21.619.) At the termina¬ 
tion of contractual relationships under 
§§21.613 through 21.619 a final adjust¬ 
ment will be made, both where money is 
due the Government and where it is due 
the school. 

* • • • » 

(e) Approval required for final surplus 
or deficit adjustments. Each case of 
final adjustments for surplus or deficit 
or supplement to contract (VA Form 
7-1972) for a lump-sum settlement of 
surplus or deficit as provided in para¬ 
graph (c) of this section will be sub¬ 
mitted to the Deputy Administrator for 
Veterans Benefits, for approval prior to 
distribution by the regional office. 

44. In § 21.625, paragraph (i) is 
amended to read as follows: 

§ 21.625 Contract negotiations for 
correspondence courses. • • • 

(i) Changes in courses. Changes in 
courses made by the institution with 
which a contract has been negotiated 
during the life of the contract will be¬ 
come effective and a part of the con¬ 
tract only upon negotiation of a supple¬ 
ment to the existing contract. Minor 
changes in courses or course material 
not affecting the length of the course or 
number of lessons and not lowering the 
educational value of the courses or the 


quality of the course materials, such as 
revision of text, the substitution of a 
newer lesson for an older one, or the 
substitution of equipment of equal or 
greater value, are permitted without 
notice. Such minor changes and revi- 
visions shall be placed on file with the 
Assistant Deputy Administrator, Voca¬ 
tional Rehabilitation and Education, 
Washington 25. D. C., at the time of the 
change or revision, in all cases in which 
the original course material was sub¬ 
mitted to the Veterans’ Administration 
for review. 

45. In § 21.626. paragraph (c) is 
amended to read as follows: 

§ 21.626 General provisions of corre¬ 
spondence contracts. • • • 

(c) Records and reports. The con¬ 
tractor will maintain records of progress 
of veterans in training under this con¬ 
tract and will make available such rec¬ 
ords and furnish such reports to the 
Veterans’ Administration at such inter¬ 
vals as may be mutually determined and 
as may be necessary and required by the 
Veterans’ Administration to administer 
the training of the veteran as required 
by the law. The contractor shall pre¬ 
serve all records and books of account 
pertaining to the contracts: Provided , 
hotoever , That if the contractor, at any 
time after 3 years next following the 
date upon which the final payment under 
the contract becomes due, desires to dis¬ 
pose of said records and books of account, 
the contractor shall so notify the Assist¬ 
ant Deputy Administrator, Vocational 
Rehabilitation and Education. Washing¬ 
ton 25, D. C., who shall in writing either 
authorize destruction of the records or 
notify the contractor to maintain such 
records for a further length of time as 
may be deemed necessary by the Vet¬ 
erans' Administration. 

» • • * * 

46. In § 21.627, paragraphs (a) and 
(j) (4) are amended and paragraphs 

(m), (n), and (o) are deleted: 

§ 21.627 Charges and payments for 
correspondence courses —(a) Contracts 
required. Payments will be made to ap¬ 
proved institutions for correspondence 
courses in accordance with the rates 
established in the contracts approved by 
the office of the Assistant Deputy Admin¬ 
istrator, Vocational Rehabilitation and 
Education. No payment will be made 
by the Veterans’ Administration for cor¬ 
respondence instruction in the absence 
of such a contract. 

• • 0 m • 

(j) Charges not permitted. • • * 

(4) The 10 percent compensation de¬ 
scribed in § 21.539 (h) allowed resident 
educational and training institutions for 
handling the issuance of books, supplies, 
and equipment is not applicable to cor¬ 
respondence courses, and such com¬ 
pensation may not be paid in connection 
with correspondence courses in addition 
to the charges for such items set forth 
in the contract. 

• • * • • 

(m) rDeleted.! 

(n) [Deleted.] 

(o) lDeleted.] 


47. Section 21.628 Refunds is revoked. 

48. In § 21.638, paragraph (b) is 
amended to read as follows: 

§ 21.638 Termination of contracts un¬ 
der Part VIII, Veterans Regulation 1 
(a), as amended (38 U. S. C. ch . 
12 ). • * • 

<b) Where the regional office consid¬ 
ers that fraud has been committed 
against the Government, or that the 
contractor is not furnishing the courses 
of instruction as required by the terms 
of the contract and the contractor has 
refused to correct the condition, or that 
the best interests of the Government or 
trainees will be served by a partial or 
total termination, the full particulars 
pertaining to the desired termination will 
be forwarded, together with the recom¬ 
mendations of the regional office to the 
Deputy Administrator for Veterans 
Benefits for the authority to terminate 
the contract. 

49. In § 21.655. that portion of para¬ 
graph (b) preceding subparagraph (1) 
and paragraph (b) (6) are amended to 
read as follows: 

§ 21.655 General. • • • 

(b) The period for which payment of 
charges may be made will be the period 
of the veteran’s actual enrollment in the 
institution under Public Laws 16 or 346, 
78th Congress, as amended, and will be 
subject to the following: 

• • * • • 

(6) Expiration of entitlement. 

50. In § 21.656, the headnotes of sub¬ 
divisions (i) and (ii) of paragraph (d) 
(2) are amended to read as follows: 

§ 21.656 Time of payment to institu¬ 
tions for residence courses for Parts VII 
and VIII, Veterans Regulation 1 (a), as 
amended (38 XJ. S. C. ch. 12), trainees 
and basis for determining amount pay¬ 
able. • • • 

(d) Provisions for payment to certain 
nonprofit institutions after expiration of 
refund period. • • • 

( 2 ) • • • 

(i) Customary charges or other than 

customary charges (§§ 21.472 and 
21.479). • • • 

(ii) Section 21.479; estimated cost of 

teaching personnel and supplies for in¬ 
struction . • • • 

• • • • • 

51. The following sections are revoked: 

§ 21.666 Vouchers or invoices for 
amounts due the institution. [Revoked.] 

§ 21.667 Data on voucher, invoice, or 
supporting schedule. [Revoked.] 

52. In § 21.668, paragraph (a) Is 
amended and paragraphs (b) and (c) 
are deleted: 

§ 21.668 Exclusion of Federal admis¬ 
sion taxes from payments to educational 
institutions for education and training 
under Public Laws 16 and 346, 78th 
Congress, as amended —(a) Payments to 
institutions to exclude Federal admission 
taxes . Section 3 of the act of August 12, 
1935, Public Law 262, 74th Congress, 
provides in part that "• • • payments 
made to or on account of a beneficiary 
under any of the laws relating to veterans 
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shall be exempt from taxation • • 
section 1500, title VI, Public Law 346, as 
amended, provides that, except as other¬ 
wise stated, the provisions of Public Law 
262 shall be applicable. In view of these 
provisions of Public Law 262 and Pub¬ 
lic Law 346, as amended, payments made 
to institutions for education and training 
under Public Laws 16 and 346, as 
amended, are subject to the provisions 
of section 3 of Public Law 262. There¬ 
fore, the tax imposed by section 4231 Cl) 
of the Internal Revenue Code of 1954 
(Public Law 591, 83d Congress), does not 
apply to payments made by the Veter¬ 
ans’ Administration covering admission 
charges to athletic and other events on 
behalf of veterans attending schools and 
colleges under the provisions of Public 
Laws 16 and 346. as amended. No admis¬ 
sion taxes will be included in bills sub¬ 
mitted by educational institutions to the 
Veterans’ Administration where such 
bills cover the customary charges re¬ 
quired to be paid by all students and 
where the payment of such charges 
entitles the student (veteran) to admis¬ 
sion to athletic and other events. Such 
admission taxes ordinarily would be in¬ 
cluded in the required fee designated 
by the institution as “student activity 
fee” or in a required customary charge 
which includes, among other things, the 
privilege of the students to attend 
athletic and other events for which 
admission normally would be charged. 

(b) [Deleted.) 

(c) [Deleted.] 


53. Section 21.669 Certification by in - 
stitution is revoked. 

54. Section 21.670 is revised to read 
as follows: 

§ 21.670 Irregular items . In those 
cases where a voucher contains an ir¬ 
regular item, the allowability of which 
is questionable in the light of existing 
Veterans’ Administration regulations 
and policies, the finance division will 
submit the voucher to the chief, training 
facilities activity, for a determination 
as to the allowability of the item in 
question and, if appropriate, an inter¬ 
pretation or amplification of current 
applicable Veterans’ Administration reg¬ 
ulations and policies. 

55. Section 21.671 Vouchers for a Part 
VII or Part VIII, Veterans Regulation 
1 (a), as amended (38 U. S. C. ch. 12), 
trainee who transfers from the juris¬ 
diction of one regional office to the 
jurisdiction of another regional office is 
revoked. 

56. In § 21.680, paragraph (a) is 
amended to read as follows: 

§ 21.680 Authorization for payment or 
recovery of payment based upon decisions 
of the Veterans? Education Appeals 
Board or a court order. (a) Upon is¬ 

suance of a final decision of the Vet¬ 
erans* Education Appeals Board with 
respect to an appeal made by an educa¬ 
tional institution to the Board, the 
Deputy Administrator for Veterans 
Benefits, will issue instructions by letter 
to the regional office concerned as to 
the actions to be taken. Accordingly, 


payment or recovery of payment based 
upon any such decision will be withheld, 
pending receipt of instructions from the 
Deputy Administrator for Veterans 
Benefits. Present or past contracts will 
not be amended or supplemented to ac¬ 
cord with such decisions. Authority for 
greater or lesser payments will be the 
decision itself. In any case wherein the 
central office directs that action be taken 
based upon a Board decision, two copies 
of such decision will be provided by 
memorandum from the chief, vocational 
rehabilitation and education division, to 
the finance officer. If because of such 
decision money is due the institution, 
payments will be made in accordance 
with Veterans’ Administration regula¬ 
tions upon the submission of appropriate 
vouchers by the educational institution. 
If by virtue of such decision money is 
due the Government, appropriate action 
to effect recovery will be taken by the 
regional office. 

• • • • • 

(Sec. 2. 46 Stat. 1016, sec. 7, 48 Stat. 9. sec. 2, 
57 Stat. 43, as amended, sec. 400, 58 Stat. 
287. as amended: 38 U. S. C. 11a, 701, 707, 
ch. 12 note. Interpret or apply secs. 3, 4. 
57 Stat. 43. as amended, secs. 300, 1500-1504, 
1506. 1507, 58 Stat. 286, 300, as amended, sec. 
261, 66 Stat. 663; 38 U. 8. C. 693g, 697-697d, 
607f, g. 971 ch. 12 note) 

This regulation is effective April 5, 
1955. 

[seal] J. C. Palmer. 

Assistant Deputy Administrator. 

[P. R. Doc. 55-2714; Filed, Apr. 4, 1955; 

8:45 a. m.) 
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DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 
[ 7 CFR Ch. IX 1 

| Docket No. AO-272J 

Milk in North Central Iowa 
Marketing Area 

proposed marketing agreement and pro¬ 
posed order regulating handling 

Pursuant to the Agricultural Market¬ 
ing Agreement Act of 1937, as amended 
(7 U. S. C. 601 et seq.) and in accord¬ 
ance with the applicable rules of prac¬ 
tice and procedure, as amended (7 CFR 
Part 900), notice is hereby given of the 
public hearing to be held in the Federal 
Court Room, Post Office Building, Water¬ 
loo, Iowa, beginning at 10:00 a. m., c. s. t., 
on April 25, 1955. 

Subjects and issues involved in the 
hearing. This public hearing is for the 
purpose of receiving evidence with re¬ 
spect to economic and marketing condi¬ 
tions which relate to the handling of 
milk in the North Central Iowa market¬ 
ing area. 

The hearing on the proposed market¬ 
ing agreement and order proposal there¬ 
fore is to determine whether (1) the 
handling of milk in the area proposed to 
be regulated is in the current of inter¬ 


state or foreign commerce or directly 
burdens, or obstructs, or affects inter¬ 
state or foreign commerce, (2) the issu¬ 
ance of the marketing agreement and 
order regulating the handling of milk 
in the proposed marketing area is justi¬ 
fied, and (3) the provisions specified in 
the proposal or some other provisions 
appropriate to the terms of the Agricul¬ 
tural Marketing Agreement Act of 1937, 
as amended, will best tend to effectuate 
the declared policy of the Agricultural 
Marketing Agreement Act of 1937, as 
amended. 

Marketing agreement and order regu¬ 
lating the handling of milk in the North 
Central Iowa Marketing Area proposed 
by: Cedar Valley Cooperative Milk As¬ 
sociation. Inc., Waterloo, Iowa; Marshall 
County Milk Dealers Cooperative, Mar¬ 
shalltown, Iowa; North Iowa Coopera¬ 
tive Milk Marketing Association, Mason 
City. Iowa; Charles City Milk Producers’ 
Association, Charles City, Iowa: 

definitions 

Section 1. Act. “Act” means Public 
Act No. 10, 73d Congress, as amended 
and as re-enacted and amended by the 
Agricultural Marketing Agreement Act 
of 1937, as amended (7 U. S. C. 1940 ed., 
601 et seq.). 


Sec. 2. Secretary. “Secretary” means 
the Secretary of Agriculture of the 
United States or any officer or employee 
of the United States Department of Ag¬ 
riculture who is authorized to exercise 
the powers and to perform the duties 
of the Secretary of Agriculture of the 
United States. 

Sec. 3. North Central Iowa Marketing 
Area. “North Central Iowa Marketing 
Area”, hereinafter called the “marketing 
area”, means all the territory within 
Boone, Bremer, Blackhawk, Cerro Gordo, 
Floyd. Marshall, Story, and Webster 
Counties and within the corporate limits 
of the cities of Clarion, Eagle Grove, 
Hampton, Humboldt, New Hampton. 
Osage, Tama, Toledo, Traer, and Webster 
City, all in the State of Iowa. 

Sec. 4. Person. “Person” means any 
individual, partnership, corporation, as¬ 
sociation, or any other business unit. 

Sec. 5. Producer. “Producer” means 
any person, irrespective of whether such 
person is also a handler, who produces 
milk which is received at a fluid milk 
plant; Provided, That such milk is pro¬ 
duced under a dairy farm permit or 
rating issued by a municipal or state 
health authority for the production of 
milk to be disposed of for consumption 
as Grade A milk. This definition shall 
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include any such person who is regularly 
classified as a producer but whose milk 
is caused to be diverted to a non-fluid 
milk plant by a handler and milk so di¬ 
verted shall be deemed to have been 
received at a fluid milk plant by the 
handler who caused it to be diverted. 
This definition shall not include a person 
with respect to milk produced by him 
which is received by a handler who is 
subject to another Federal marketing 
order and who is partially exempt from 
the provisions of this order pursuant to 
section 56. 

Sec. 6. Handler. “Handler” means: 

(a) Any person, other than a pro¬ 
ducer-handler, in his capacity as the op¬ 
erator of a fluid milk plant (s); and 

(b) Any cooperative association with 
respect to milk of producers diverted by 
it from a fluid milk plant to a non-fluid 
milk plant for the account of such co¬ 
operative association. 

Sec. 7. Fluid milk plant “Fluid milk 
plant” means (a) any plant from which 
Grade A milk is disposed of as Class I 
milk on retail or wholesale routes (in¬ 
cluding plant stores) in the marketing 
area, or (b) any plant from which skim 
milk or butterfat is transferred or di¬ 
verted as Class I milk to a plant de¬ 
scribed in paragraph (a) of this section: 
Provided, That any such transferring 
plant shall not be included in this defi¬ 
nition if such transfers or diversions are 
made only during the months of August, 
September and October. 

Sec. 8. Non-fluid milk plant. “Non¬ 
fluid milk plant” means any milk proc¬ 
essing plant other than a fluid milk 
plant. 

Sec. 9. Producer-handler. “Producer- 
handler” means any person who is both 
a producer and a handler and who re¬ 
ceives no milk from other producers or 
associations of producers; Provided , 
That the maintenance, care and man¬ 
agement of the dairy animals and other 
resources necessary to produce the milk 
and the processing, packaging and dis¬ 
tribution of the milk are the personal 
enterprise and the personal risk of such 
person. 

Sec. 10. Cooperative association. “Co¬ 
operative association” means any coop¬ 
erative association of producers which 
the Secretary determines (a) has its en¬ 
tire activities under the control of its 
members, and (b) has and is exercising 
full authority in the sale of milk of its 
members. 

Sec. 11. Producer milk . “Producer 
milk” means any skim milk or butterfat 
contained in milk received at a fluid 
milk plant directly from the farms of 
producers. 

Sec. 12. Other source milk. “Other 
source milk” means any skim milk or 
butterfat received at a fluid milk plant, 
other than that contained in producer 
milk. 

Sec. 13. Butter price. “Butter price” 
means the simple average of the daily 
wholesale selling prices (using the mid¬ 
point of any price range as one price) of 
Grade A (92-score) bulk creamery but¬ 
ter at Chicago as reported by the United 


States Department of Agriculture during 
the delivery period. 

Sec. 14. Delivery period. “Delivery 
period” means the calendar month or 
the total portion thereof during which 
this order is in effect. 

market administrator 

Sec. 20. Designation. The agency for 
the administration of this order shall be 
a market administrator who shall be a 
person selected by the Secretary. Such 
person shall be entitled to such compen¬ 
sation as may be determined by, and 
shall be subject to removal at the discre¬ 
tion of the Secretary. 

Sec. 21. Powers. The market ad¬ 
ministrator shall have the following 
powers with respect to this order: 

(a) To administer its terms and pro¬ 
visions: 

(b) To receive, investigate and report 
to the Secretary complaints of viola¬ 
tions; 

(c) To make rules and regulations to 
effectuate its terms and provisions; and 

(d) To recommend amendments to 
the Secretary. 

Sec. 22. Duties. The market admin¬ 
istrator shall perform all duties neces¬ 
sary to administer the terms and provi¬ 
sions of this order, including but not 
limited to the following: 

(a) Within 45 days following the date 
upon which he enters upon his duties, 
execute and deliver to the Secretary a 
bond conditioned upon the faithful per¬ 
formance of his duties in an amount and 
with surety thereon satisfactory to the 
Secretary; 

(b) Pay out of the funds provided by 
section 71 the cost of his bond, his own 
compensation and all other expenses 
necessarily incurred in the maintenance 
and functioning of his office; 

(c) Keep such books and records as 
will clearly reflect the transactions pro¬ 
vided for in this order, and surrender the 
same to his successor or to such other 
person as the Secretary may designate: 

(d) Unless otherwise directed by the 
Secretary, publicly disclose to handlers 
and producers the name of any person 
who, within 10 days after the date upon 
which he is required to perform such 
acts, has not (1) made reports pursuant 
to section 30 or (2) made payments pur¬ 
suant to section 65: 

(e) Promptly verify the information 
contained in reports submitted by 
handlers; 

(f) Publicly announce by such means 
as he deems appropriate the prices deter¬ 
mined for each delivery period as 
follows: 

(1) On or before the 3d day after the 
end of each delivery period (i) the mini¬ 
mum price for Class I milk computed 
pursuant to section 51 (a) and the but¬ 
terfat differential computed pursuant to 
section 52 (a), both for the current de¬ 
livery period; and (ii) the minimum 
price for Class II milk computed pursu¬ 
ant to section 51 (b) and the butterfat 
differential computed pursuant to section 
52 (b), both for the preceding delivery 
period. 

(2) On or before the 9th day after 
the end of each delivery period, the uni¬ 


form price computed pursuant to sec¬ 
tion 61, and the butterfat differential 
computed pursuant to section 66, both 
for the preceding delivery period. 

(g) Prepare and disseminate to the 
public such statistics and information as 
he deems advisable and as do not re¬ 
veal confidential information. 

REPORTS, RECORDS AND FACILITIES 

Sec. 30. Delivery period report of re¬ 
ceipts and utilization . (a) On or before 

the 7th day after the end of each de¬ 
livery period, each handler, who pur¬ 
chases or receives milk from producers 
or associations of producers shall report 
to the market administrator in the detail 
and on forms prescribed by the market 
administrator the following information 
with respect to all milk received from 
producers, all milk, skim milk, cream 
and milk products received from pro¬ 
ducer-handlers and other handlers, and 
ail other source milk (except non-fluid 
milk products disposed of in the form in 
which received without further proc¬ 
essing or packaging by the handler) re¬ 
ceived at his fluid milk plants during the 
delivery period; 

(1) The quantities of skim milk and 
butterfat contained in such receipts and 
their sources; 

(2) The utilization of such receipts; 
and 

(3) Such other information with re¬ 
spect to such receipts and utilization as 
the market administrator may prescribe. 

Sec. 31. Reports of payments to pro¬ 
ducers. On or before the 17th day after 
the end of each delivery period, each 
handler who operates a fluid milk plant 
shall submit to the market administra¬ 
tor his producer payroll for the delivery 
period which shall show for each pro¬ 
ducer: 

(a) The total pounds of milk received 
and the average butterfat content 
thereof; 

(b) The price, amount, and date of 
payment made pursuant to section 65; 
and 

(c) The nature and amount of each 
deduction or charge involved in the pay¬ 
ments referred to in paragraph (b) of 
this section. 

Sec. 32. Producer-handler reports. 
Each producer-handler shall make re¬ 
ports to the market administrator at 
such time and in such manner as the 
market administrator may request. 

Sec. 33. Records and facilities. Each 
handler shall maintain and make avail¬ 
able to the market administrator, or his 
representative, during the usual hours 
of business, such accounts and records 
of his operations, including those of any 
other persons upon whose utilization the 
classification of milk depends, and such 
facilities as, in the opinion of the market 
administrator, are necessary to verify or 
to establish the correct data with respect 
to: 

(a) The receipts and utilization of all 
producer milk and other source milk; 

(b) The weights and tests for butter¬ 
fat and other contents of all milk, skim 
milk, cream and milk products handled; 

(c) Payments to producers or cooper¬ 
ative associations; and 
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(d) The pounds of skim milk and but- 
terfat contained in or represented by all 
milk, skim milk, cream and milk prod¬ 
ucts on hand at the beginning and end 
of each delivery period. 

Sec. 34. Retention of records. All 
books and records required under this 
order to be made available to the market 
administrator shall be retained by the 
handler for a period of three years to 
begin at the end of the calendar month 
to which such books and records per¬ 
tain: Provided , That if, within such three 
year period the market administrator 
notifies the handler in writing that the 
retention of such records or of specified 
books and records is necessary in connec¬ 
tion with proceedings under section 8c 
(15) (A) of the act or a court action 
specified in such notice, the handler 
shall retain such books and records or 
specified books and records, until fur¬ 
ther written notification from the mar¬ 
ket administrator. In either case the 
market administrator shall give further 
written notification to the handler 
promptly upon the termination of the 
litigation or when the records are no 
longer necessary in connection there¬ 
with. 

CLASSIFICATION OF MILK 

Sec. 40. Skim milk and butterfat to be 
classified. Skim milk and butterfat con¬ 
tained in all milk, skim milk, cream and 
milk products received during the de¬ 
livery period by a handler and required 
to be reported pursuant to section 30 (a) 
shall be classified by the market admin¬ 
istrator pursuant to sections 41 to 46, 
inclusive. 

Sec. 41. Classes of utilization. Sub¬ 
ject to the conditions set forth in sec¬ 
tions 43, 44, and 46, the classes of utili¬ 
zation shall be as follows: 

(a) Class I milk shall be all skim milk 
and butterfat (1) disposed of in the form 
of milk, skim milk, buttermilk, yogurt, 
flavored milk, flavored milk drinks, 
cream, either sweet or sour (including 
any mixture of butterfat and skim milk 
containing more than 6 percent butter¬ 
fat except mixes for ice cream and fro¬ 
zen desserts) and eggnog, (2) used in 
the production of concentrated milk not 
sterilized, for fluid consumption, and 

(3) not specifically accounted for as 
Class II milk. 

(b) Class II milk shall be all skim 
milk and butterfat (1) used to produce 
a milk product not specified in para¬ 
graph (a) of this section, (2) in shrink¬ 
age up to 2 percent of receipts from pro¬ 
ducers and cooperative associations, and 
(3) in shrinkage of other source milk. 

Sec. 42. Shrinkage. The market ad¬ 
ministrator shall allocate shrinkage over 
a handler's receipts as follows: 

(a) Compute the total shrinkage of 
skim milk and butterfat for each han¬ 
dler; and 

(b) Prorate the resulting amounts be¬ 
tween the receipts of skim milk and but¬ 
terfat contained in (1) producer milk, 
and (2) other source milk. 

Sec. 43. Responsibility of handlers and 
reclassification of milk, (a) In estab¬ 
lishing the classification of skim milk 
and butterfat as required in section 41, 
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the burden rests upon the handler who 
received such skim milk or butterfat 
from producers or cooperative associa¬ 
tions to prove to the market administra¬ 
tor that such skim milk or butterfat 
should not be classified as Class I; and 

(b) Any skim milk or butterfat which 
has been classified by the market admin¬ 
istrator shall be reclassified if verifica¬ 
tion discloses that the original classifi¬ 
cation was incorrect. 

Sec. 44. Transfers, (a) Skim milk 
and butterfat when transferred or di¬ 
verted by a handler which is not a coop¬ 
erative association from a fluid milk 
plant to another fluid milk plant shall 
be Class I if transferred or diverted in 
the form of milk, skim milk or cream: 
Provided , That if the operators of both 
plants report that such skim milk and 
butterfat was used in Class II, such skim 
milk and butterfat may be assigned to 
Class n up to the amount thereof re¬ 
maining in such class in the plant of the 
receiving handler after the subtraction 
of other source milk pursuant to section 
46: Provided further , That, if other source 
milk has been received at either or both 
plants, the milk so transferred shall be 
classified at both plants so as to return 
the higher class utilization to producer 
milk; 

(b) Skim milk and butterfat when 
transferred or diverted by a handler to 
a producer-handler shall be Class I if 
transferred or diverted in the form of 
milk, skim milk or cream; and 

(c) Skim milk and butterfat when 
transferred or diverted from a fluid milk 
plant to a non-fluid milk plant shall be 
Class I if transferred in the form of 
milk, skim milk, or cream unless the 
transferring handler reports that such 
skim milk or butterfat was used in 
Class II: Provided. That, if the buyer 
refuses to permit the market adminis¬ 
trator to audit his books and records, 
such milk, skim milk or cream shall be 
classified as Class I: Provided further , 
That, if upon audit of the buyer’s records 
it is found that the use of skim milk and 
butterfat in the buyer’s plant in Class 
II is less than the amount stated to have 
been so used, any amount in excess of 
such Class n use shall be classified as 
Class I; 

(d) Skim milk and butterfat received 
by a handler as other source milk shall 
be classified in the lowest class in which 
such handler has use; and 

(e) Skim milk and butterfat of a han¬ 
dler’s own production shall be ratably 
apportioned over such handler’s total 
utilization of producer milk. 

Sec. 45. Computation of skim milk and 
butterfat in each class. For each de¬ 
livery period the market administrator 
shall correct for mathematical and 
other obvious errors the delivery period 
report submitted by each handler and 
shall compute the total pounds of skim 
milk and butterfat, respectively, in each 
class for such handler. 

Sec. 46. Allocation of skim milk and 
butterfat classified. After computing, 
pursuant to section 45, the classification 
of all skim milk and butterfat received 
by a handler, the market administrator 
shall determine the classification of milk 


received from producers in the following 
manner. 

(a) Skim milk shall be allocated as 
follows: 

(1) Subtract from the total pounds 
of skim milk in Class II the pounds of 
skim milk allocated to shrinkage of pro¬ 
ducer milk; 

(2) Subtract from the remaining 
pounds of skim milk in Class II the 
pounds of skim milk in other source 
milk: Provided , That, if the pounds of 
skim milk in such other source milk are 
greater than the remaining pounds of 
skim milk in Class II, an amount equal 
to the difference shall be subtracted from 
Class I; 

(3) Subtract from the remaining 
pounds of skim milk in each class the 
pounds of skim milk contained in receipts 
from other fluid milk plants in accord¬ 
ance with its classification as determined 
pursuant to section 44 (a); 

(4) Add to the remaining pounds of 
skim milk in Class II the pounds of skim 
milk subtracted pursuant to subpara¬ 
graph (1) of this paragraph; 

(5) Subtract pro rata from the re¬ 
maining pounds of skim milk in each 
class the pounds of skim milk contained 
in milk of the handler’s own production; 
and 

(6) If the remaining pounds of skim 
milk in all classes exceed the pounds 
of skim milk received from producers, 
an amount equal to the difference shall 
be subtracted from the pounds of skim 
milk in Class IL Any amount in excess 
of that in Class II shall be subtracted 
from Class I. The amounts so sub¬ 
tracted shall be called “overage’'. 

(b) Butterfat shall be allocated in ac¬ 
cordance with the same procedure out¬ 
lined for skim milk in paragraph (a) 
of this section. 

MINIMUM PRICES 

Sec. 50. Basic price to be used in com- 
puting the Class I price . The basic 
price to be used in computing the mini¬ 
mum price per hundredweight of Class 
I milk for each delivery period shall be 
the higher of the prices computed pur¬ 
suant to paragraphs (a) and (b) of this 
section. 

(a) The average of the basic or field 
prices reported to have been paid for 
milk of 3.5 percent butterfat content re¬ 
ceived during the preceding delivery pe¬ 
riod at the following plants or places 
for w T hich prices are reported to the 
market administrator or to the Depart¬ 
ment of Agriculture; 

Companies and Location 

Borden Co., Mt. Pleasant, Mich. 

Borden Co., New London, Wis. 

Borden Co.. Orfordville. Wis. 

Carnation Co., Berlin, Wis. 

Carnation Co.. Chilton, Wis. 

Carnation Co., Oconomowoc, Wis. 

Carnation Co., Richland Center, Wis. 

Carnation Co.. Sparta, Mich. 

Pet Milk Co., Belleville. Wis. 

Pet Milk Co., Coopersvllle, Mich. 

Pet Milk Co., Hudson. Mich. 

Pet Milk Co.. New Giarus, Wis. 

Pet Milk Co., Wayland, Mich. 

White House Milk Co., Manitowoc, Wis. 

White House Milk Co., West Bend, Wis. 

(b) The price computed pursuant to 
section 51 (b) for the preceding delivery 
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period for Class II milk containing 3.5 
percent butterfat plus 15 cents. 

Sec. 51. Class prices . Each handler 
shall pay at the time and in the manner 
set forth in section 65 not less than the 
prices set forth in this section for skim 
milk and butterfat in milk received from 
producers during the delivery period at 
such handler’s fluid milk plant. 

(a) Class I milk. The price per hun¬ 
dredweight of Class I milk containing 
3.5 percent butterfat shall be the basic 
price computed pursuant to section 50 
plus $1.40; and 

(b) Class II milk. The price per hun¬ 
dredweight of Class n milk containing 
3.5 percent butterfat shall be computed 
by adding together the sums computed 
pursuant to subparagraphs ( 1 ) and ( 2 ) 
of this paragraph. 

(1) Multiply the butter price by 1.25, 
subtract 8 cents, and multiply by 3.5; 
and 

(2) Add to 17 cents, 3 cents for each 
full one-half cent that the price of non¬ 
fat dry milk solids is above 7 cents per 
pound. The price per pound of non-fat 
dry milk solids to be used shall be the 
simple average of the carlot prices for 
non-fat dry milk solids both spray and 
roller process, delivered at Chicago as 
reported by the Department of Agricul¬ 
ture during the delivery period. In the 
event the Department does not publish 
carlot prices for non-fat dry milk solids 
for human consumption delivered at 
Chicago, there shall be used the weighted 
average of carlot prices per pound for 
non-fat dry milk solids, spray and roller 
process, for human consumption, f. o. b. 
manufacturing plants in the Chicago 
area as published for the period from 
the 26th day of the immediately pre¬ 
ceding month through the 25th day of 
the current month and 3 cents shall be 
added for each full one-half cent that 
the latter price is above 6 cents per 
pound. 

Sec. 52. Butterfat differentials to han¬ 
dlers. If the average butterfat content 
of the milk of any handler allocated to 
any class pursuant to section 46 is more 
or less than 3.5 percent, there shall be 
added to the respective class prices com¬ 
puted pursuant to section 51 for each 
one-tenth of one percent that the aver¬ 
age butterfat content of such milk is 
above 3.5 percent, or subtracted for each 
one-tenth of one percent that the aver¬ 
age butterfat content of such milk is 
below 3.5 percent an amount equal to 
the applicable butterfat differential com¬ 
puted as follows: 

(a) Class I milk. Add 3.1 cents to the 
value computed pursuant to paragraph 

(b) of this section for the preceding 
delivery period; and 

lb) Class II milk. From the simple 
average of the daily wholesale selling 
prices (using the midpoint of any price 
range as one price) of Grade A (92- 
score) bulk creamery butter per pound 
at Chicago as reported by the Depart¬ 
ment of Agriculture during the delivery 
period, subtract 6 V 2 cents, multiply by 
0 . 12 , and adjust to the nearest tenth 
cent. 

Sec. 53. Emergency price provisions. 
Whenever the provisions of this order 
No. 66- 3 
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require the market administrator to use 
a specific price (or prices) for milk or 
any milk product for the purpose of 
determining minimum class prices or for 
any other purpose and the specified price 
is not reported or published, the market 
administrator shall use a price deter¬ 
mined by the Secretary to be equivalent 
to or comparable with the prices 
specified. 

APPLICATION OF PROVISIONS 

Sec. 55. Producer-handlers. Sections 
40 to 46. 50 to 53, 60 to 62, and 65 to 68 
shall not apply to a producer-handler. 

Sec. 56. Handlers subject to other or¬ 
ders. In the case of any handler who 
the Secretary determines disposes of a 
greater portion of his milk as Class I 
milk in another marketing area regu¬ 
lated by another marketing agreement 
or order issued pursuant to this act, the 
provisions of this order shall not apply 
except as follows: 

(a) The handler shall with respect to 
his total receipts of skim milk and but¬ 
terfat, make reports to the market ad¬ 
ministrator at such time and in such 
manner as the market administrator 
may require and allow verification of 
such reports by the market administra¬ 
tor; and 

(b) If the price which such handler 
is required to pay under the Federal 
order to which he is subject, for skim 
milk and butterfat which would be clas¬ 
sified as Class I milk under this order 
is less than the price provided by this 
order, such handler shall pay to the 
market administrator for pro rata credit 
to the account of each producer (with 
respect to all skim milk and butterfat 
disposed of as Class I milk within the 
marketing area) an amount equal to the 
difference between the value of such skim 
milk or butterfat as computed pursuant 
to this order and its value as determined 
pursuant to the other order to which 
he is subject. 

DETERMINATION OF UNIFORM PRICE 

Sec. 60. Computation of the value of 
milk received from producers. The 
value of the milk received by each han¬ 
dler from producers during each delivery 
period shall be a sum of money com¬ 
puted by the market administrator by 
multiplying the pounds of milk in each 
class computed pursuant to section 46 
by the applicable class prices and adding 
together the resulting amounts and add¬ 
ing any amounts computed pursuant to 
paragraph 1 of this paragraph. 

(1) If the handler had overage of 
either skim milk or butterfat there shall 
be added to the above value an amount 
computed by multiplying the pounds of 
overage tyr the applicable class price. 

Sec. 61. Computation of uniform price 
far each handler. For each delivery 
period the market administrator shall 
compute the uniform price per hundred¬ 
weight of milk received by each handler 
from producers as follows: 

From the sum computed for each han¬ 
dler pursuant to section 60; 

(a) Subtract during each of the de¬ 
livery periods of April, May and June, 
an amount equal to 6 percent of the 
Class I price; 
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(b) Subtract, if the average butter¬ 
fat content of the milk included in these 
computations is more than 3.5 percent, 
or add, if such butterfat content is less 
than 3.5 percent, an amount computed 
by multiplying the amount by which the 
average butterfat content of such milk 
varies from 3.5 percent by the butterfat 
differential computed pursuant to sec¬ 
tion 66 and multiplying the result by the 
total hundredweight of producer milk 
included in these computations; and 

(c) Divide the resulting sum by the 
total hundredweight of producer milk 
received by the handler. The result 
shall be known as the “uniform price” 
for milk per hundredweight for each 
handler for milk of 3.5 percent butter¬ 
fat content received from producers. 

Sec. 62. Notification of handlers. On 
or before the 9th day of each delivery 
period the market administrator shall 
notify each handler of: 

(a) The amount and value of his milk 
in each class computed pursuant to sec¬ 
tions 46 and 60; 

(b) The uniform price of the handler 
computed pursuant to section 61; 

(c) The total amounts to be paid by 
each handler pursuant to section 65; and 

(d) The amount to be paid by such 
handler pursuant to section 71. 

PAYMENTS 

Sec. 65. Time and method of payment . 
Each handler shall make payment for 
milk received during the delivery period 
as follows: 

(a) Final payment. On or before the 
12 th day after the end of the delivery 
period: 

(1) To each producer for milk which 
\ras not caused to be delivered by a co¬ 
operative association at not less than the 
uniform price computed in accordance 
with section 61, subject to the butterfat 
differential computed pursuant to sec¬ 
tion 66 , and less the amount of the pay¬ 
ment made to such producers pursuant 
to paragraph (b) ( 1 ) of this section; and 

(2) To a cooperative association for 
milk which is caused to be delivered to 
such handler by such cooperative associ¬ 
ation, an amount equal to not less than 
the sum of the individual payments 
otherwise payable to producers for which 
the cooperative association is authorized 
to collect payments, less the amount of 
the payment made pursuant to para¬ 
graph (b) ( 2 ) of this section; 

lb) Mid-delivery period payment. On 
or before the 27th day of each delivery 
period: 

(1) To each producer for milk which 
was not caused to be delivered by a co¬ 
operative association an amount com¬ 
puted by multiplying the hundredweight 
of milk delivered during the first 15 days 
of the delivery period by the uniform 
price announced by the market admin¬ 
istrator for such handler for the immedi¬ 
ately preceding delivery period; 

(a) To a cooperative association for 
milk which was caused to be delivered to 
such handler by such cooperative associ¬ 
ation an amount computed by multiply¬ 
ing the hundredweight of milk caused to 
be so delivered during the first 15 days of 
the delivery period by the uniform price 
announced by the market administrator 
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for such handler for the immediately 
preceding delivery period. 

Sec. 66 . Butter fat differential to pro¬ 
ducers. If any handler has received from 
any producer during the delivery period, 
milk having an average butterfat con¬ 
tent other than 3.5 percent, such han¬ 
dler, in making the payment pursuant to 
section 65 (a) (1) shall add to the uni¬ 
form price for each one-tenth of 1 per¬ 
cent that the average butterfat content 
of such milk is above 3.5 percent, not less 
than, or shall subtract for each one-tenth 
of 1 percent that the average butterfat 
content of such milk is below 3.5 percent 
not more than, an amount computed as 
follows: Add 20 percent to the butter 
price, divide the resulting sum by 10 and 
adjust to the nearest cent. 

Sec. 67. Adjustment of errors in pay¬ 
ment to producers. Whenever verifica¬ 
tion by the market administrator of the 
payment by a handler to any producer or 
to a cooperative association discloses 
payment of an amount less than is re¬ 
quired by section 65 the handler shall 
make up such payment to the producer or 
cooperative association not later than 
the time of making payment next follow¬ 
ing such disclosure. 

Sec. 68 . Payments to the market ad¬ 
ministrator, On or before the 10th day 
after the end of each delivery period each 
handler, who operates a fluid milk plant 
shall pay to the market administrator the 
amount, if any, computed pursuant to 
section 61 (a). The market administra¬ 
tor shall establish and maintain a sepa¬ 
rate fund into which he shall deposit all 
payments made by handlers pursuant to 
section 61, and out of which he shall 
make all payments pursuant to section 
69. 

Sec. 69. Payments by the market ad¬ 
ministrator, (a) On or before the 12th 
day after the delivery periods of August, 
September, and October the market ad¬ 
ministrator shall pay to each producer 
from whom milk was received by a han¬ 
dler during such delivery period an 
amount computed as follows: Divide 
one-third of the total amount held pur¬ 
suant to section 61 <a) by the total 
hundredweight of milk received from 
producers by handlers during the de¬ 
livery period involved (August, Septem¬ 
ber, and October, as above) and multiply 
the resulting rate (computed to the 
nearest full cent per hundredweight) by 
the milk received from each producer 
during such delivery period; and 

<b) On or before the 10th day after 
the end of the delivery periods of 
August, September, and October the 
market administrator shall pay to a co¬ 
operative association for milk it caused 
to be delivered to a handler from pro¬ 
ducers and for which such cooperative 
collects payments, an amount equal to 
the sum of the individual payments 
otherwise payable to such producers 
under (a) of this paragraph. 

Sec. 70. Marketing services —(a) De¬ 
ductions. Except as set forth in para¬ 
graph (b) of this section each handler, 
in making payment to producers (other 
than himself) pursuant to section 65 (a) 
shall deduct 5 cents per hundredweight 
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or such lesser amount as the Secretary 
from time to time may prescribe, and 
shall pay such deductions to the market 
administrator on or before the 12th day 
after the end of such delivery period. 
Such moneys shall be used by the market 
administrator to check weights, samples 
and tests of milk received from producers 
and to provide producers with market 
information; and 

(b) In the case of producers for whom 
a cooperative association is actually per¬ 
forming the services set forth in par¬ 
agraph (a) of this section, each handler 
shall make in lieu of the deduction speci¬ 
fied in paragraph (a) of this section 
such deductions from the payments to 
be made to such producers as may be 
authorized by the membership agreement 
or marketing contract between such co¬ 
operative association and such .pro¬ 
ducers and on or before the 12th day 
after the end of such delivery period pay 
such deductions to the cooperative asso¬ 
ciation rendering such services. 

Sec. 71. Expense of administration. 
As his pro rata share of the expense of 
administration of this order, each han¬ 
dler who operates an approved plant 
shall pay to the market administrator, 
on or before the 14th day after the end 
of the delivery period, 4 cents per hun¬ 
dredweight or such amount not exceed¬ 
ing 4 cents per hundreweight as the Sec¬ 
retary may prescribe with respect to all 
receipts within the delivery period of 
milk from producers and cooperative 
associations including the handler’s own 
production. 

Sec. 72. Termination of obligations. 
The provisions of this section shall apply 
to any obligation under this order for the 
payment of money. 

(a) The obligation of any handler to 
pay money required to be paid under the 
terms of this order shall, except as pro¬ 
vided in paragraphs (b) and (c) of this 
section, terminate two years after the 
last day of the calendar month during 
which the market administrator receives 
the handler’s utilization report on milk 
involved in such obligation unless with¬ 
in such two-year period the market ad¬ 
ministrator notifies the handler in 
writing that such money is due and pay¬ 
able. Service of such notice shall be 
complete upon mailing to the handler’s 
last known address, and it shall contain, 
but need not be limited to the following 
information: 

(1) The amount of the obligation: 

(2) The month(s) during which the 
milk, with respect to which the obliga¬ 
tion exists, was received or handled; and 

(3) If the obligation is payable to one 
or more producer(s) or associations of 
producers, or if the obligation is payable 
to the market administrator, the account 
for which it is to be paid. 

* (b) If a handler fails or refuses with 
respect to any obligation under this or¬ 
der to make available to the market ad¬ 
ministrator or his representative all 
books and records required by this order 
to be made available, the market admin¬ 
istrator may, within the two-year period 
provided for in paragraph (a) of this 
section, notify the handler in writing 
of such failure or refusal. If the mar¬ 


ket administrator so notifies a handler 
the said two-year period with respect to 
such obligation shall not begin to run 
until the first day of the calendar month 
following the month during which all 
such books and records pertaining to 
such obligation are made available to the 
market administrator or his repre¬ 
sentative; 

(c) Notwithstanding the provisions of 
paragraphs (a) and (b) of this section, 
a handler’s obligation under this order 
to pay money shall not be terminated 
with respect to any transaction involv¬ 
ing fraud or willful concealment of a 
fact, material to the obligation, on the 
part of the handler against whom the 
obligation is sought to be imposed; and 

(d) Any obligation on the part of the 
market administrator to pay a handler 
any money which such handler claims 
to be due him under the terms of this 
order, shall terminate tw T o years after 
the end of the calendar month during 
which the milk involved in the claim was 
received if an underpayment is claimed, 
or two years after the end of the cal¬ 
endar month during which the payment 
(including deduction or setoff by the 
market administrator) was made by the 
handler if a refund on such payment 
is claimed, unless such handier, within 
the applicable period of time, flies pur¬ 
suant to section 8c (15) (A) of the act, 
a petition claiming such money. 

EFFECTIVE TIME, SUSPENSION OR 
TERMINATION 

Sec. 80. Effective time. The provi¬ 
sions of this order or any amendment 
to this order shall become effective at 
such time as the Secretary may declare 
and shall continue in force until sus¬ 
pended or terminated pursuant to sec¬ 
tion 72. 

Sec. 81. Suspension or termination. 
The Secretary may suspend or terminate 
this order or any provision of this order 
whenever he finds this order or any pro¬ 
vision of this order, obstructs or does not 
tend to effectuate the declared policy of 
the act. This order shall terminate in 
any event whenever the provisions of the 
act authorizing it cease to be in effect. 

Sec. 82. Continuing obligations. If, 
upon the suspension or termination of 
any or all provisions of this order, there 
are any obligations under this order the 
final accrual or ascertainment of which 
requires further acts by any person (in¬ 
cluding the market administrator), such 
further acts shall be performed notwith¬ 
standing such suspension or termination. 

Sec. 83. Liquidation. Upon the sus¬ 
pension or termination of the provisions 
of this order, except this section, the 
market administrator, or such other liq¬ 
uidating agent as the Secretary may 
designate, shall if so directed by the Sec¬ 
retary, liquidate the business of the mar¬ 
ket administrator’s office, dispose of all 
property in his possession or control, in¬ 
cluding accounts receivable, and execute 
and deliver all asignments or other in¬ 
struments necessary or appropriate to 
effectuate any such disposition. If a 
liquidating agent is so designated, all 
assets, books, and records of the market 
administrator shall be transferred 
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promptly to such liquidating agent. If, 
upon such liquidation, the funds on hand 
exceed the amounts required to pay out¬ 
standing obligations of the office of the 
market administrator and to pay neces¬ 
sary expenses of liquidation and distri¬ 
bution, such excess shall be distributed 
to contributing handlers and producers 
in an equitable manner. 

MISCELLANEOUS PROVISIONS 

Sec. 90. Agents. The Secretary may, 
by designation in writing, name any 
officer or employee of the United States 
to act as his agent or representative 
in connection with any of the provisions 
of this order. 

Sec. 91. Separability of provisions. If 
any provision of this order or its ap¬ 
plication to any person or circumstances, 
is held invalid, the application of such 
provision and of the remaining provi¬ 
sions of this order to other persons or 
circumstances shall not be affected 
thereby. 

Copies of this notice of hearing may 
be procured from the Hearing Clerk, 
Room 112, Administration Building, 
United States Department of Agriculture, 
Washington 25, D. C., or may be there 
inspected. 

Dated: March 31, 1955. 

[seal] Roy W. Lennartson, 

Deputy Administrator . 

|F. R. Doc. 55-2791; Piled, Apr. 4, 1955; 
8:49 a. m.] 


[ 7 CFR Part 975 ] 

[Docket No. AO-179-A13J 

Handling op Milk in Cleveland, Ohio, 
Marketing Area 

NOTICE OF RECOMMENDED DECISION AND 
OPPORTUNITY TO FILE WRITTEN EXCEP¬ 
TIONS WITH RESPECT TO PROPOSED 
AMENDMENTS TO TENTATIVE MARKETING 
AGREEMENT AND TO ORDER, AS AMENDED 

Pursuant to the provisions of the Agri¬ 
cultural Marketing Agreement Act of 
1937, as amended (7 U. S. C. 601 et seq.), 
and the applicable rules of practice and 
procedure, as amended, governing the 
formulation of marketing agreements 
and marketing orders (7 CFR Part 900), 
notice is hereby given of the filing with 
the Hearing Clerk of the recommended 
decision of the Deputy Administrator, 
Agricultural Marketing Service, United 
States Department of Agriculture, with 
respect to a proposed marketing agree¬ 
ment and a proposed order, regulating 
the handling of milk in the Cleveland, 
Ohio, marketing area. Interested par¬ 
ties may file written exceptions to this 
decision with the Hearing Clerk, United 
States Department of Agriculture, 
Washington 25, D. C., not later than the 
close of business the 15th day after pub¬ 
lication of this decision in the Federal 
Register. Exceptions should be filed in 
quadruplicate. 

Preliminary statement. The hearing, 
on the record of which the proposed 
amendments, as hereinafter set forth, to 
the tentative marketing agreement and 
to the order, as amended, were formu¬ 
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lated, was conducted at Cleveland, Ohio, 
during November 30-December 9, 1954, 
pursuant to notice thereof which was is¬ 
sued on November 9,1954 (19 F. R. 7352). 

The material issues of record were 
concerned with the following: 

1. Extending the marketing area to in¬ 
clude all of Lorain, Lake, Geauga, and 
Ashtabula Counties, in addition to Cuya¬ 
hoga County, Willoughby township in 
Lake County, and those portions of 
Medina County which presently com¬ 
prise the marketing area; 

2. Modifying the producer definition 
so as not to include a new shipper whose 
milk is diverted to a nonpool plant dur¬ 
ing April, May, June or July; 

3. Adopting a form of fall quota plan 
to encourage a more uniform seasonality 
of production; 

4. Modifying the pool plant standards 
and the provisions relating to unpriced 
milk; 

5. Reassigning the responsibility for 
making or receiving payments on reclas¬ 
sified milk to the handler who ultimately 
utilizes the milk, rather than leaving it 
chargeable to the handler who originally 
received the milk from producers; 

6. Changing the conditions under 
which other source milk may be prorated 
with producer milk to the several classes 
of utilization; 

7. Announcing class prices in terms of 
a hundredweight of milk containing 3.5 
percent butterfat, with appropriate but- 
terfat differentials, instead of per 
hundredweight of butterfat and per hun¬ 
dredweight of skim milk; 

8. Changing the Class I price provi¬ 
sions; 

9. Changing the classification and 
pricing of milk now in Class H and Class 
IH; 

10. Modifying the rates of location ad¬ 
justments to handlers; 

11. Modifying the rates of the location 
adjustments to producers and applying 
them only to eligible milk; 

12. Reducing the producer butterfat 
differentials; and 

13. Revising the application of the 
Cleveland order with respect to milk sub¬ 
ject to other Federal orders. 

1. Marketing area. The sales terri¬ 
tory served by the handlers regulated 
under the Cleveland order has expanded 
considerably since the order first became 
effective in September 1946. One reason 
for this expansion has been the fact that 
the consumers themselves have moved 
to suburban communities and that the 
greatest increases in population have 
also occurred in the suburban areas. 
The expansion in sales territory has also 
been facilitated by changes in milk dis¬ 
tribution which have occurred both in 
Cleveland and throughout most areas in 
the United States. The significant 
changes in distribution include the more 
wide-scale use of the paper bottle which 
can be transported more cheaply than 
glass and which eliminates bottle re¬ 
turns, the increasing proportion of milk 
sold through stores rather than delivered 
to homes; the longer distances which it 
is feasible to serve by wholesale routes 
as compared with retail routes; and 
other improvements in transportation 
and communications which have added 
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to the area over which milk can be eco¬ 
nomically distributed. 

The increased sales by the regulated 
handlers have been made with milk paid 
for at the Class prices specified in the 
order. Apparently the efficiencies in 
bottling and distribution which the reg¬ 
ulated handlers have been able to 
achieve have largely offset any advan¬ 
tages which the unregulated handlers 
may have had in the procurement of 
milk. In recent years, however, the vol¬ 
umes of milk sold by regulated handlers 
outside of the defined marketing area 
have become sufficiently large to make 
it feasible for them to establish separate 
plants to serve the unregulated sales 
territories. The principal advantage 
gained at an unregulated plant is the 
ability to buy milk from farmers at a 
blend price, and to sell virtually all of 
the milk so purchased for Class I pur¬ 
poses by obtaining supplemental milk 
w'hen needed from the Cleveland pool. 
In fact, a handler operating both regu¬ 
lated and unregulated plants can prob¬ 
ably exploit those advantages more com¬ 
pletely at his unregulated plant than an 
independent unregulated handler, since 
the independent does not own a source 
of supplemental milk. The largest han¬ 
dler in the Cleveland market has estab¬ 
lished two unregulated bottling plants; 
one located east of Cleveland and one to 
the southwest. Other handlers are in a 
position to take similar action, and testi¬ 
fied that they were giving it serious con¬ 
sideration. 

Such action critically impairs the ef¬ 
fectiveness of regulation. The multiple- 
plant operators are encouraged to de¬ 
velop and maintain a sufficient supply 
of producer milk at their regulated plant 
to supply not only their Class I sales 
from the regulated plant, but also to 
supply supplemental milk for the un¬ 
regulated plants. The result is that the 
blend price to producers under the order 
is lowered by the extra quantity of sur¬ 
plus milk which must be carried for the 
unregulated plants, the Class I price 
must be maintained at a correspondingly 
higher level in order to keep the blend 
up to the point where it will attract a 
full supply of milk, and consumers in 
the marketing area must absorb the 
higher Class I price. 

An alternative means of meeting the 
competitive problem would be to estab¬ 
lish a somewhat lower Class I price on 
milk sold outside of the defined market¬ 
ing area. This would allow the regu¬ 
lated handlers to be competitive with 
unregulated handlers in the cost of milk 
sold outside the area. However, consu¬ 
mers in the marketing area would again 
be bearing an additional cost in the form 
of a higher Class I price. In the cir¬ 
cumstances, it is clearly more equitable 
to expand the marketing area than to 
adopt a price differential on the out-of¬ 
area sales. 

The dairy farmers supplying milk to 
unregulated plants gain substantial in¬ 
direct benefits from the Cleveland order. 
They are usually able to obtain the same 
blend price as is paid by the regulated 
handlers. In fact, at the time of the 
hearing most of the farmers shipping to 
plants located in one of the counties 
proposed to be incorporated in the Cleve- 
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land marketing area were receiving a 
temporary premium over the blend 
prices announced under the order. How¬ 
ever. it must be recognized that the 
Cleveland blend price has already been 
reduced by the withdrawal of plants with 
high Class I utilization from the market 
and would be further reduced if other 
handlers also established unregulated 
plants. 

The territory to be included in the 
expanded marketing area should be de¬ 
termined primarily by conditions of com¬ 
petition in the distribution of milk. 
The expansion should be limited to those 
localities which can be shown to consti¬ 
tute a part of the Cleveland marketing 
area through population movements and 
characteristics, the distribution of milk 
by regulated handlers, and a reasonable 
similarity in quality and sanitation 
requirements. 

In Lorain County the added territory 
should include the townships of Black 
River, Sheffield, Avon Lake, Avon, Am¬ 
herst, Elyria, Ridgeville, Carlisle, Eaton, 
Columbia, and Grafton. These town¬ 
ships comprise the northeastern portion 
of Lorain County, but exclude the west¬ 
ern tier of townships and the southern 
portion of the county. 

The portion of Lorain County to be 
added to the marketing area will include 
the sizeable cities of Lorain and Elyria, 
and an essentially suburban area adja¬ 
cent to them. The area is served by 
three handlers from regulated plants in 
Cleveland, from an unregulated plant 
operated by a Cleveland handler (as 
previously mentioned), from a plant at 
Mansfield which is regulated under the 
Lima order, and from a number of local 
dairies, most of which are located in 
Elyria or Lorain. 

In southwestern Lorain County the 
10 townships of Henrietta, Russia, Cam¬ 
den. Pittsfield. La Grange, Brighton, 
Wellington, Penfield, Rochester, and 
Huntington should not be included. 
These townships are served almost ex¬ 
clusively by local dealers whose distribu¬ 
tion, in turn, does not extend into the 
northeastern half of the county. Brown- 
helm township, at the northwest corner 
of the county, should also be excluded. 
The major portion of the milk distrib¬ 
uted in the township is from dairies lo¬ 
cated at Sandusky and Vermilion. These 
dairies do not distribute milk east of 
Brownhelm, so the eastern boundary of 
the township appears to constitute a 
practical boundary between the Cleve¬ 
land market and marketing areas to the 
west. 

To the east of Cleveland the expansion 
of the marketing area should be limited 
to Mentor and Kirtland Townships and 
the City of Painesville in Lake County 
and the city of Ashtabula in Ashtabula 
County. 

The total population of Lake County 
increased by 25.959 between 1940 and 
1950. In Willoughby Township, already 
part of the marketing area, and in the 
other localities to be included the in¬ 
crease was 20,397 or 78 percent of the 
total increase. To some extent the 
Cleveland handlers have followed estab¬ 
lished clientele out into these rapidly 
growing places, and have solicited new 
business in the process. Three regulated 
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handlers have substantial business in 
Kirtland and Mentor Townships and in 
Painesville. These localities are also 
served by the handler who operates a 
comparatively large unregulated plant 
in Ashtabula. 

The City of Ashtabula, with a 1950 
population of 23,696, is the largest center 
in Ashtabula County, and accounts for 
nearly one-third of the total population 
of the county. One of the presently 
regulated Cleveland handlers has a 
large wholesale distribution in the city. 
Also, the handler whose presently un¬ 
regulated plant is located there has 
wholesale and retail business, and does 
the largest volume of any dealer serving 
the city. On the basis of the present and 
historical extent of distribution by 
Cleveland regulated handlers the city is 
clearly a part of the marketing area. 

Geauga County should not be included 
in the marketing area. It is essentially 
a rural county, with a total 1950 popu¬ 
lation of 26,646. Although handlers 
presently regulated under the Cleveland 
order serve a major portion of the con¬ 
sumers in the county, it appears that 
their competitors would also be regu¬ 
lated by reason of distribution in those 
portions of Lake and Ashtabula Counties 
which are to be included in the market¬ 
ing area. Moreover, the absence of a 
grade A ordinance in Geauga County 
raises the possibility that milk of lower 
sanitation requirements than those re¬ 
quired elsewhere in the marketing area 
could be sold. The minimum prices 
specified in the order would not be ap¬ 
plicable to the production of such milk. 

In summary: To the present Cleveland 
marketing area of Cuyahoga County: 
Willoughby Township, Lake County; and 
Liverpool, Brunswick, Hinckley, York, 
Granger, Medina, Lafayette, and Mont- 
ville in Medina County; there will be 
added Black River, Sheffield. Avon Lake, 
Avon, Amherst, Elyria, Ridgeville, Car¬ 
lisle, Eaton, Columbia and Grafton 
Townships in Lorain County; Mentor and 
Kirtland Townships, and Painesville City 
in Lake County; and the City of Ashta¬ 
bula in Ashtabula County. 

2. Definition of producer. Only one 
substantive change was proposed in the 
definition of a producer. This proposal 
would modify the provision for a handler 
to divert milk to a nonpool plant during 
the months of April, May, and June of 
each year. At present, such diversion 
is allowed and the shippers maintain 
their status as producers, payable under 
the order by the operator of the pool 
plant for whose account the milk was 
diverted. 

The diversion privilege is designed to 
reduce the expense of transporting sea¬ 
sonally excess milk to manufacturing 
plants. Instead of hauling the milk 
from the farms to the pool plant and 
re-transporting it to a manufacturing 
plant, it can be hauled directly to the 
manufacturing plant by the farm pick-up 
haulers. 

The proposal would interfere with this 
process to the extent that one new 
shipper in a hauler’s load would pre¬ 
vent the entire load from being diverted 
as producer milk. Moreover, the pro¬ 
posal is not sufficiently broad to achieve 
its announced objective of preventing 


handlers from bringing into the Cleve¬ 
land pool shippers whose milk was tem¬ 
porarily surplus in some other market. 
If such practices should constitute a 
serious problem in the Cleveland market, 
a proposal should be considered which 
would completely disqualify shippers pri¬ 
marily associated with other markets, 
rather than one imposing a restriction 
on the diversion privilege. 

It is concluded that the proposed lim¬ 
itation on the diversion to nonpool plants 
should not be adopted. 

3. Seasonality of production. A quota 
plan should be adopted as the principal 
means of encouraging a more uniform 
production of milk during the year. The 
essence of the plan is that each producer 
establishes his eligible milk quota during 
the low production months. Then, in the 
following flush season he is paid a blend 
consisting mainly of the Class I price for 
his eligible milk and approximately the 
Class n price for any milk which is in 
excess of his eligible quota. 

The seasonality problem arises from 
the fact that the consumption of Class I 
milk is comparatively constant while 
production is commonly greatest in the 
spring months when pastures become 
available and other natural factors are 
favorable. Fluid milk markets must 
develop a large enough supply of milk 
to meet Class I sales in the months of 
lowest output and then must dispose of 
the excess supply in the spring. Mini¬ 
mizing the excess production will reduce 
the amount of plant facilities, needed on 
a short-time basis, the extra transpor¬ 
tation costs, the overtime payments to 
workers and similar inefficient practices 
necessary to cope with seasonal surpluses. 

Under the present order the primary 
Incentive to level production is a wide 
seasonal variation in the Class I price 
differential. This is at a minimum of 
$1.00 per hundredweight in the three 
flush months, $1.45 in three intermedi¬ 
ate months and $1.90 in the six months 
when production should be encouraged. 
There has been some improvement in 
the seasonality of production since the 
present schedule of differentials became 
effective in November 1952. Average 
production per producer per day in May 
1952 w’as 55.0 percent over the average 
in November 1951; in May 1953 it was 
50.2 percent over November 1952; and in 
May 1954 it was further reduced to 44 4 
percent over November 1953. However, 
fall production in the United States as a 
whole has been higher in the last three 
years than formerly, and it is not possible 
to determine the extent to which the 
Cleveland improvement is just part of 
the general pattern. In any event the 
flush season supply in Cleveland con¬ 
tinues to be excessive. 

The producer proponents of the eligi¬ 
ble milk quota plan maintained that it 
will be a more effective means of level¬ 
ling production. The chief advantage 
was held to be the fact that each pro¬ 
ducer sets his own fall quota. In the fol¬ 
lowing flush period he recieves an eligi¬ 
ble milk price which is determined solely 
by the quota milk, without being reduced 
by excess milk. Any excess milk he pro¬ 
duces will be paid for at a manufactur¬ 
ing price and the quantity of his excess 
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is subject, within the limits of natural 
causes, to his own efforts. 

Data prepared by the market ad¬ 
ministrator at the request of producers 
disclose a wide range in the seasonality 
of production of individual producers. 
These data compared average deliveries 
per day in May 1954 with deliveries in the 
previous November. Approximately 24 
percent made May deliveries 50 percent 
or more in excess of November; another 
23 percent were between 35 and 50 per¬ 
cent over; 40 percent were between level 
production and a 35 percent excess; and 
13 percent actually delivered more milk 
in November than in May. The first 
group contribute far too much spring 
milk in proportion to their fall season 
production, while the latter group spe¬ 
cializes in producing at the season when 
milk is most needed and should be re¬ 
warded accordingly. 

Terminology to be adopted in the quota 
plan includes definitions of “eligible 
milk** and “ineligible milk**, and involves 
the assignment of producer milk receipts 
as either “eligible milk’* or “ineligible 
milk*’. The three fall months. October 
through December, would make up a 
quota-forming period. These three low- 
production months of the year, are the 
period during which production drops 
closest to minimum market requirements 
for fluid milk. The quantity of milk 
which a producer furnished to a pool 
plant during the months of October 
through December would determine the 
quota which such producer would be al¬ 
lowed as “eligible milk*’ during the fol¬ 
lowing April through June, the high pro¬ 
duction months. 

A producer’s daily quota would be cal¬ 
culated on the basis of his total milk 
deliveries made regularly to pool plants 
during the low production period divided 
by the number of days on which deliv¬ 
eries were made, but in no event less than 
30. Also a producer must have made 
regular shipments from the date of his 
first shipment inthe October-December 
period. This is accomplished by dividing 
the total pounds of milk delivered during 
the 3-month quota-forming period by the 
number of days from the date of first 
delivery to the end of the 3-month 
period. These provisions are designed to 
permit only regular producers to earn 
eligible quotas and to prevent any eva¬ 
sions based on short-time deliveries. 

Producers proposed that the period of 
payment on eligible and ineligible milk 
be the eight-month period of February 
through September. However, a review 
of the month-to-month variation in pro¬ 
ducer receipts indicates that the months 
of April through June are the months of 
greatest excess. In a market where a 
quota plan is being introduced for the 
first time it is highly desirable that its 
period of application be as limited as 
possible without destroying the desired 
effectiveness of the plan. Applying the 
quota-operating period to the three 
months when production in relation to 
fluid sales is most excessive, will offer 
substantial monetary reward to those 
producers who level their annual pro¬ 
duction to meet more nearly the needs 
of the market. During the remaining 
months of July through March all pro¬ 


ducers on the market would receive the 
market “blend” or uniform price. 

No means of earning an eligible milk 
quota is allowed for a shipper who either 
fails to ship for the 30-day minimum 
period during October-December or for 
producers who join the market subse¬ 
quent to December. They will receive 
the ineligible milk price for their deliv¬ 
eries during April. May and June, and 
the uniform price in all other months. 
The original proposal for an 8-month 
plan would have provided an oppor¬ 
tunity for a new shipper to earn an 
eligible quota but an established shipper 
who either failed to make any quota or 
made a poor one through circumstances 
beyond his own control would not have 
such opportunity. In view of the short 
operating period adopted herein and the 
fact that new producers are not com¬ 
monly signed on until after June, it ap¬ 
pears preferable to allow quotas to be 
formed only in the three fall months. 

Under the circumstances which have 
prevailed in recent years, the ineligible, 
or over-quota, milk would be paid for 
at the Class II price. However, it is 
provided that if the ineligible milk ex¬ 
ceeds the Class II and Class m sales, 
the excess would be valued at Class I 
and raise the ineligible price to that 
extent. The Class II price is used be¬ 
cause it is more generally representa¬ 
tive of manufacturing milk values than 
the Class III price which is confined to 
the butterfat used to produce butter. 
The eligible milk price would be com¬ 
puted by dividing the remaining pool 
funds by the volume of eligible milk. In 
recent years it would be somewhat less 
than the Class I price because the fall 
deliveries of producer milk have been in 
excess of the Class I sales. 

Operation of the eligible-ineligible 
plan for paying producers requires cer¬ 
tain rules in connection with the estab¬ 
lishment and transfer of quotas to 
provide reasonable administrative work¬ 
ability of the plan. However, to accom¬ 
plish this purpose and yet preserve the 
effectiveness of the plan, transfers of 
quotas should be limited to situations in 
which producers may die, or enter into 
military service, or wherein joint pro¬ 
duction arrangements are dissolved. 
Since the quota plan herein proposed is 
to be effective in determining producer 
payments in only three months of the 
year, and all producers must establish a 
new base each year, provisions in addi¬ 
tion to those contained herein for the 
establishment and transfer of quotas to 
meet unusual situations do not appear 
necessary. To provide for the possible 
delivery of producer milk on an every- 
other-day schedule, both the quota- 
forming and quota-operating provisions 
convert such deliveries to a daily average 
basis. 

4. Pool plants. There are two major 
categories of plants handling milk for 
fluid use in the marketing area. One is 
the “distributing*’ or “city” plant, at 
which milk is bottled and from which 
milk is distributed on routes in the area. 
The second category is composed of 
“supply” or “country” plants to which 
milk is delivered from the farms, cooled, 
and shipped to distributing plants for 
bottling. 


(a) Distributing plants . A distribut¬ 
ing plant should be designated as a pool 
plant if any fluid milk, skim milk, butter¬ 
milk, flavored milk, or flavored milk 
drinks, is sold from such plant on routes 
which extend into the marketing area, 
provided that 50 percent or more of the 
total receipts at such plant from produc¬ 
ers and from supply plants of milk ap¬ 
proved for fluid use is distributed on 
routes either inside or outside the mar¬ 
keting area. An exemption should be 
provided for plants located outside the 
marketing area and distributing less 
than 300 points per day of the specified 
milk items on routes wholly or partially 
within the marketing area. 

The present definition of distributing 
plants designates as pool plants all those 
physically located within the marketing 
area. Distributing plants located out¬ 
side the area are not pool plants unless 
10 percent or more of the total route 
sales are on routes operated wholly or 
partially within the marketing area. A 
major objective of the 10 percent fea¬ 
ture is to measure whether or not a plant 
is sufficiently associated with the Cleve¬ 
land market to participate in the equal¬ 
ization pool 

Producers called attention to one po¬ 
tentially serious defect of the provision 
in this regard. They pointed out that 
a country supply plant, or an unregu¬ 
lated plant primarily engaged in milk 
manufacturing, could become a pool 
plant by bottling only token quantities 
of milk in such plant, and distributing 
10 percent or more of such token quan¬ 
tity to an outlet in a marketing area. 
To meet this situation, they proposed 
that the 10 percent of in-area sales be 
computed against total receipts of milk 
at a plant instead of on total route sales 
from such a plant. 

Moreover, from evidence presented at 
the hearing it is apparent that there are 
several handlers distributing milk in por¬ 
tions of the enlarged marketing area 
whose route sales in such area are less 
than 10 percent of their total route sales. 
These are regular, year-’round sales on 
established routes and the plants are 
primarily engaged in milk distribution. 

The definition of a distributing pool 
plant should continue to limit the desig¬ 
nation to plants primarily engaged in 
the distribution of fluid milk. However, 
it appears that in lieu of the 10 percent 
of in-area sales provision this purpose 
can be better accomplished by requiring 
that the total distribution of milk from 
the plant on routes operated either inside 
or outside the marketing area must 
amount to at least 50 percent of the 
receipt of milk from producers and from 
country plants. Any plant which does 
not qualify on this basis should be 
deemed primarily a country supply plant 
and its status in the pool should be 
judged by the standards applied to such 
plants. No distinction need be made in 
this definition as to whether the dis¬ 
tributing plant is physically located in¬ 
side or outside the marketing area. The 
territory where the milk is distributed 
should be the controlling factor. 

The land boundary of the revised mar¬ 
keting area extends over a large terri¬ 
tory and some milk plants (probably 
involving only those located outside the 
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marketing area) may dispose of rela¬ 
tively small quantities of milk on routes 
extending into the area. If the amount 
of such milk is not large, its sale has 
little or no effect on the marketing of 
milk in the area. Application of order 
pricing and payment provisions of these 
distributors would entail considerable 
effort and expense and would not con¬ 
tribute to orderly marketing in the area. 
Handlers operating bottling plants dis¬ 
posing of not more than an average of 
300 points of milk per day in the area in 
any month should be exempt for that 
month from all except the reporting and 
auditing provisions of the order. Limi¬ 
tation of the exemption to a plant from 
which is disposed such a small quantity 
(less than one economical route), and 
which transfers no milk to other han¬ 
dlers, would furnish adequate protection 
from unfair competition to fully regu¬ 
lated handlers, and guard against any 
threat to orderly milk marketing in the 
area. 

(b) Supply plants . Under the terms 
of the present order there are two sets 
of standards relating to the pool status 
of country supply plants. One set de¬ 
scribed the conditions under which a 
country plant which had not previously 
been associated with the market may 
obtain pool plant status. The second 
set describes conditions which must be 
met for maintaining pool plant status. 
A new country plant may qualify as a 
pool plant only if it has furnished to city 
distributing plants 50 percent or more 
of its total dairy farm supply of milk 
during six consecutive fall months. 
Once it has become qualified it remains 
a pool plant until the operator specifi¬ 
cally requests disqualification under 
specified conditions, or until the plant 
fails to meet the performance standards 
necessary for qualification. These re¬ 
quire that at least 50 percent of the 
dairy farm supply be furnished to city 
distributing plants in any three of the 
four months of October through Janu¬ 
ary, and 10 percent of the supply during 
each of the other months except April, 
May, June, and July. 

Handlers proposed that a pool plant 
not be disqualified so long as the average 
quantity of milk furnished to city dis¬ 
tributing pool plants during the six- 
month period, July through December, 
was equal to 25 percent or more of the 
dairy farm receipts of eligible quota milk 
at the country plant during the same 
months. They contended that it is im¬ 
possible to specify in advance the months 
during which maximum shipments must 
be made to city plants. It had been 
their experience that city plants might 
call on virtually all of the country plants' 
supply during a given month and have 
relatively little need for milk a month 
or two later. 

The data contained in Table 15 of 
Exhibit 5, introduced at the hearing by 
the market administrator, corroborate 
the handlers' contention. These data 
show the quantities of milk transferred 
to city plants and the percentage which 
the transfers were of total receipts from 
country plants from January 1949 
through October 1954. In the fall and 
winter of 1949-50, October through Jan¬ 
uary were the four months of greatest 
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shipment. In 1950-51 most shipments 
were made in November through Febru¬ 
ary. In each of the succeeding years, 
1951 through 1953, the four fall months 
of September through December were 
the months of largest shipment, also the 
percentages of transfers varied consider¬ 
ably from month to month but were 
substantially smaller in 1952 and 1953 
than in 1951 or previous years. The 
shipping experience of individual country 
plants would, of course, be substantially 
more variable than the marketwide 
averages. 

It is difficult to establish an objective 
measure of a country supply plant’s con¬ 
tribution to the market which will be 
valid under all possible conditions. 
However, it does appear that an average 
percentage of shipments over a period of 
months w'ill more realistically measure 
such contribution than the present re¬ 
quirement that specific quantities be 
shipped in each of the specified months. 
It is concluded that in order to maintain 
year-'round status as a pool plant, a 
country supply plant should furnish to 
city pool plants 30 percent or more of its 
dairy farm supply during the six- 
month period, August through January. 
These are the six months when histori¬ 
cal data indicate that maximum ship¬ 
ments have been made to city plants. 
In three of the five short seasons for 
which the data are available, 1949-50 
through 1953-54 these were the months 
of maximum shipments. They are also 
the months when the maximum Class I 
price differential applies. There appears 
to be no present reason to expect that 
months of maximum shipment will be 
materially changed by the eligible allot¬ 
ment program. If the program should 
make a substantial change in the city 
plant requirements for country station 
milk, the period can be reconsidered. 

It is difficult to determine from the 
data of record how nearly comparable 
a 30 percent average for a six-month 
period is to present provisions of 50 per¬ 
cent in three of the four specified 
months, and 10 percent in the five other 
months, because the new system gives 
the plant credit for any shipments which 
may be in excess of the minimum during 
any particular month. It is intended 
that the requirements should be some¬ 
what easier to meet than those in the 
present order because of the discontinu¬ 
ance of Sunday retail distribution. City 
plants require large quantities of milk 
on Thursday and Friday, and much 
smaller quantities than formerly on 
Saturday and Sunday. Thus, even in a 
month of active demand a country plant 
will be unable to ship its full supply of 
milk and will probably have to manu¬ 
facture substantial quantities of week¬ 
end receipts. 

Corresponding changes should be 
made in the provisions under which a 
new country plant may originally at¬ 
tain pool status. Under the present 
provisions a new plant does not acquire 
status until it has furnished milk for 
a six-month period. During these 
months the dairy farmers who supply 
the milk are not considered "producers’' 
under the terms of the order, the plants 
are not included in the equalization pool, 
the milk is not classified or priced under 


the order, and the milk is "other source" 
to the city plant handler and is so allo¬ 
cated. The lack of producer status 
would also prevent the dairy farmers 
from earning an eligible allotment. 
These deficiencies can be remedied with¬ 
out any substantial change in the meas¬ 
ure of a supply plant’s contribution to 
and identification with the market by 
having such a plant qualify as a pool 
plant in the first month that its ship¬ 
ments to city plants were 30 percent or 
more of its dairy farm supply. This 
could occur in any month of the year, 
but a new country plant would, of course, 
be most likely to start shipments during 
the normally short period. It would 
maintain its status in each succeeding 
month that the 30 percent average was 
maintained, and would become a pool 
plant for the entire following year if its 
total shipments during the August 
through January period were equal to 
30 percent of its dairy farm receipts for 
the six-month period. 

(c) Provisioiis relating to “other 
source ” milk. Under the terms of the 
attached amendments to the Cleveland 
order, the scope of regulation has been 
increased and the categories of "other 
source’’ milk have been correspondingly 
reduced. The amendments provide that 
any plant primarily engaged in fluid milk 
distribution and having a significant 
volume of sales in the area will be fully 
subject to the order. The present order, 
on the other hand, provides that dis¬ 
tributing plants physically located out¬ 
side the defined marketing area not be 
fully regulated unless 10 percent of their 
total sales are in the marketing area and 
that the in-area sales be considered as 
"other source" milk until they constitute 
the minimum percentage. 

With respect to milk from supply 
plants, the major change accomplished 
by the amendments is that new plants 
which ship the requisite percentage of 
milk to city distributing plants will be 
fully regulated and pooled on a montli- 
to-month basis. Under present pro¬ 
visions their milk is "other source" until 
they have completed six months of 
shipments. 

The provisions for determining the 
classification of producer milk at plants 
receiving milk both from producers and 
from other sources were not reviewed at 
the hearing. The order provides that 
other source milk be allocated to the 
lowest classes of use in such plants. 
This gives producer milk a priority on 
the highest available utilization. Any 
supplemental milk which a Cleveland 
regulated handler may purchase in bulk 
or bottled form from any other Federally 
regulated market is also considered as 
other source milk under the Cleveland 
order and is allocated to the lowest avail¬ 
able utilization to determine the classi¬ 
fication of any producer milk in the 
handler’s plant. This point is covered 
in more detail in topic 13 hereof. 

The Cleveland order provides for a 
marketwide pool. Under this pooling 
plan, handlers whose proportion of uti¬ 
lization in Class I is greater than the 
market as a whole make payments into 
an equalization fund and those handlers 
whose proportion of utilization in Class 
I is less than the average for the market 
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receive payments out of the equaliza¬ 
tion fund. This method of payments 
into and out of the equalization fund is 
the essential mechanism for providing 
uniformity of payments to farmers ir¬ 
respective of the handler to whom they 
deliver their milk and provision for 
equalized payments to farmers is neces¬ 
sary to the maintenance of stable and 
orderly marketing conditions in the 
Cleveland area. 

Because handlers with less than the 
market average proportion of milk in 
Class I may draw payments out of the 
producer-settlement, or equalization 
fund, there is an advantage to any plant 
operator who has less than the market¬ 
wide average proportion of milk in Class 
I to place himself under regulation in or¬ 
der to obtain these payments and, 
thereby, make it possible for him to pay 
the uniform price established under the 
order to his producers. The smaller 
the plant operator’s proportion in Class 
I, the greater is the advantage of regula¬ 
tion to him. Under these circum¬ 
stances, plants which are engaged pri¬ 
marily in the manufacture of milk into 
dairy products rather than as suppliers 
of Class I milk to the marketing area, 
will attempt to place their plants under 
regulation for the sole purpose of ob¬ 
taining payments out of the equalization 
fund. The result of this, however, will 
be to reduce the returns to those farm¬ 
ers whose milk actually constitutes the 
regular source of supply of Class I milk 
for the marketing area. 

It is necessary for the reasons stated, 
therefore, that that milk which in fact 
constitutes the regular and normal 
sources of supply for the marketing area 
be distinguished from other milk which 
might enter the marketing area. The 
pool plant definitions of the order, de¬ 
scribed under <a) and (b) above, are 
designed to identify the regular and nor¬ 
mal sources of supply for the Cleveland 
marketing area. Any plant, no matter 
where located, may bring itself under 
regulation by performing in the manner 
required, and any plant may relieve itself 
of regulation when it no longer operates 
in a way that brings it within the scope 
of the order. Under the circumstances, 
the decision as to whether a plant will 
be fully regulated under the order or 
will not be subject to regulation is de¬ 
termined by the decision of the plant 
operator himself. 

Any milk sold in the marketing area 
must, of course, conform to the sanitary 
requirements imposed by the local health 
authorities. However, handlers may 
meet these requirements without becom¬ 
ing regular and dependable sources of 
supply for the market since their milk 
may have been obtained as a supplemen¬ 
tal supply during temporary periods of 
emergency or their sales may be an 
extremely small portion of a primary 
distribution in some other area. Clearly, 
it is not possible to identify the regular 
and normal supply for the Cleveland 
area solely on the basis of sanitation 
requirements. 

Neither is the shipment of milk to the 
marketing area for Class I utilization a 
practical basis for identifying the milk 
which should be fully regulated under 
the order. If any small, incidental, or 


accidental shipment of milk into the 
marketing area were to bring all of the 
milk at the plant from whence such 
shipment was made under total regula¬ 
tion, great hardship could be caused to 
the operator of such plant and to the 
farmers delivering milk to such an opera¬ 
tor. Small quantities of milk are, in 
fact, disposed of in the regulated market¬ 
ing area as Class I from plants which are 
not normal or regular sources of supply 
for the marketing area, particularly in 
the Fall season, when supplies are 
seasonally lowest. Moreover, the opera¬ 
tors of the plants from which such ship¬ 
ments arise may not wish to bring their 
plants under total regulation. There are 
many situations in which plant operators 
may find it economical or desirable to 
make shipments of small quantities of 
milk to the marketing area and with re¬ 
spect to which it is neither necessary nor 
desirable in terms of effective regulation 
to bring the operators of such plants 
fully under the regulation. For instance, 
a plant which is associated with a market 
outside of the Cleveland area may find it 
advantageous to ship milk to a plant 
regulated by the order in order to have 
such milk converted into manufactured 
dairy products. It is quite possible, how¬ 
ever, through misunderstanding, or from 
errors of estimating the utilization of 
milk, for milk which was intended for 
utilization in Class n or Class HI prod¬ 
ucts to be assigned a Class I classifica¬ 
tion. If through such accident or mis¬ 
understanding a plant were placed com¬ 
pletely under regulation, considerable 
hardship, unnecessary to effective regu¬ 
lation. might result. For this reason, it 
is not practical nor desirable to place a 
plant totally under regulation merely be¬ 
cause a small quantity of milk shipped by 
it to the market finds its way into a Class 
I utilization. 

Since neither the health regulations 
nor the possibility that some milk from 
a plant may be used for Class I purposes 
in the marketing area provides an ade¬ 
quate measure of a plant’s regular status 
in the market, the pool plant provisions 
are based on regular performance as 
previously described. The regular sup¬ 
plies are fully priced under the order 
and participate in the equalization pool. 

The irregular supplies of “other 
source” milk which may be sold in the 
market are not priced under the order. 
The conditions under which unpriced 
milk has been or would be drawn upon 
to supply Class I sales in the area have 
been reviewed. If any handler were 
able to obtain a price advantage on such 
milk, he would be in a favorable competi¬ 
tive position relative to the handler's 
buying producer milk at Class I prices. 
To prevent such an advantage the at¬ 
tached amendment provides that a pay¬ 
ment shall be made into the producer- 
settlement fund on all other source milk 
classified as Class I at a rate equal to 
the difference between the Class I and 
the Class II price. Payments at this 
rate are necessary to maintain the in¬ 
tegrity of the pricing and pooling pro¬ 
visions of the order. The only exception 
to these payments is that they are not 
assessed at times when total supplies of 
producer milk in the market are not 
adequate to cover Class I needs and a 


reasonable reserve. This exception is 
described in detail in a subsequent para¬ 
graph. 

It appears from the record that es¬ 
sentially all of the other source milk 
utilized for Class I purposes in the mar¬ 
keting area has been of Grade A quality 
and, therefore, similar in quality to that 
regularly disposed of in the marketing 
area for Class I. It was produced as part 
of a supply intended primarily to meet 
the demand for milk for fluid consump¬ 
tion (or the equivalent of Class I milk 
uses under the order) in some area other 
than the area specified to be regulated by 
this order but it was not used for such 
purposes in the area for which it was 
produced. It was, instead, milk which 
became surplus to the needs for milk for 
fluid disposition in the area for which it 
w r as produced. If the plant operator had 
not found a sale for such milk within the 
Cleveland marketing area, it would have 
been necessary for him to convert the 
milk into a manufactured product. The 
most likely surplus disposition of this 
other source milk would have been to 
plants engaged in processing milk into 
such manufactured dairy products as 
butter, cheese, ice cream, or nonfat dry 
milk solids. 

Its value, therefore, to the plant opera¬ 
tor was a surplus milk value. The Class 
H price for milk under the attached 
amendments is based on the value of 
milk when it is converted into butter 
and nonfat dry milk solids or the prices 
paid for milk at a group of local dairy 
products manufacturing plants, and this 
is the price which regulated handlers are 
required to pay for milk when they con¬ 
vert it into manufactured products. A 
further allowance is made on Class III 
butterfat converted into butter or con¬ 
tained in allowable shrinkage under cer¬ 
tain conditions, but does not have general 
applicability. The Class n price, there¬ 
fore, represents an accurate and fair 
representation of the value to the re¬ 
ceiving plant operator of surplus milk 
which is disposed of as other source milk 
for Class I purposes in the marketing 
area. 

If unregulated plant operators were 
allowed to dispose of surplus milk for 
Class I purposes in the regulated mar¬ 
keting area without some compensating, 
or neutralizing provision in the order, it is 
clear that the disposition of such milk, 
because of its price advantage relative 
to fully regulated milk, would displace 
the fully regulated milk in Class I uses 
in the marketing area at whatever time 
such milk might be available. The plan 
of Congress, as contemplated under the 
Agricultural Marketing Agreement Act 
of 1937, of returning minimum uniform 
prices to the producers for the regulated 
marketing area, would be defeated. 
Moreover, inefficiencies in the market¬ 
ing of milk would be encouraged, for the 
regulated market w r ould obtain its Class 
I milk not from the regular and normal 
sources of supply for the market but 
from other sources of supply generated 
solely as a result of the occasional price 
advantage created for unregulated milk 
by the regulation itself. Providing for 
some method of compensating for, or 
neutralizing the effect of, the advantage 
created for unregulated milk therefore is 
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an essential and necessary provision of 
this order. Since the value for Class I 
milk in a regulated market is established 
at the level of the Class I price provided 
for in the order and since the true value 
of other source milk when disposed of in 
the marketing area is the Class II value, 
a payment computed as the difference 
between the Class I price and the Class 
II price will remove the advantage which 
other source milk would have when dis¬ 
posed of for Class I purposes in the mar¬ 
keting area. 

A possible alternative method of deter¬ 
mining the rate of the compensatory 
payments was explored at the hearing. 
Such rate would be equal to the differ¬ 
ence between the Class I price and the 
price actually paid by a handler for other 
source milk of Grade A quality. Under 
the circumstances which prevail in the 
Cleveland marketing area, a handler 
normally would come into possession of 
this type of other source milk by pur¬ 
chasing it from an unregulated milk 
plant. The milk which such a handler 
receives under these circumstances is 
at a different stage in the marketing 
process than is the milk which would be 
priced under an order. Order prices ap¬ 
ply to milk as received at the first plant 
from individual farmers. The price paid 
by a handler for other source milk ap¬ 
plies to milk which has already been 
received at the first plant, weighed, 
tested, cooled and placed in a transpor¬ 
tation conveyance. Obviously, the han¬ 
dler generally will pay more for other 
source milk under this condition than 
he would for milk received directly from 
farmers, for the plant operator who first 
receives the milk from farmers must 
necessarily obtain a markup if he is to 
be recompensed for the services which 
he has performed on the milk. In some 
situations, the purchase of other source 
milk might be made from a plant oper¬ 
ated by the same company as the regu¬ 
lated plant. Thus, the transaction would 
be primarily a matter of bookkeeping 
within the same company and it would 
be advantageous to the company if the 
price for the milk were to be stated as 
the Class I price. For by this means, 
all compensatory payments into the 
equalization fund would be avoided. 
Even between plants controlled by dif¬ 
ferent companies, the advantage of 
showing that the price at which the milk 
was exchanged was at least as high as 
the Class I prices would give great im¬ 
petus to the effectuation of paper trans¬ 
actions showing a price at least equal 
to the Class I price while undisclosed 
payments were made in order to avoid 
the imposition of the compensatory pay¬ 
ments into the equalization fund. Under 
these circumstances, it is impractical 
from an administrative standpoint to 
provide for a payment the actual amount 
of which is within the control of parties 
to the transaction. It is essential in¬ 
stead that the payment be computed on 
an objective basis and that it be equal 
for all handlers for similar transactions. 
The proposed method of computing the 
payments conforms with these require¬ 
ments but this alternative method fails 
to do so. 
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Another possible rate of payment 
would be based on the difference between 
the price paid by the first receiver to 
farmers and the Class I price. However, 
from evidence presented at the hearing 
it is clear that this method would also 
be impractical under the circumstances 
prevailing in the Cleveland market. The 
primary reason is that some plants pur¬ 
chase some or all of their milk from 
other plants rather than directly from 
dairy farmers. Also the payment plans 
which are used by unregulated operators 
include such varying practices as paying 
uniform prices on a straight utilization 
basis, paying on a base and excess plan, 
paying irregular and non-uniform pre¬ 
miums, absorbing transportation 
charges, and paying on a variety of but- 
terfat and location differentials. This 
wide variety of payment plans would 
render impossible an accurate ascertain¬ 
ment of the actual prices paid to farmers 
by the first receiver. But what is equally 
as important, as shown above, is that the 
price actually paid to farmers does not 
determine the true value of other source 
milk disposed of in the marketing area. 
The true value for such milk, irrespective 
of the price paid for it to fanners, is the 
manufacturing value because other 
source milk disposed of in a marketing 
area is in fact the surplus of milk pro¬ 
duced primarily for sale in an area out¬ 
side of the regulated marketing area. 
Hence, although other suggestions for 
computing the rate of the compensatory 
charge have administrative and other 
difficulties inherent in them, in the final 
analysis even if they were administra¬ 
tively feasible, they would not be fully 
effective in removing the advantage 
which attaches to other source milk when 
it is used as Class I milk in the regulated 
marketing area. Only the difference be¬ 
tween the Class I price and the Class H 
prices accurately reflects this advantage 
and consequently only this rate will be 
fully effective in dealing with the prob¬ 
lem of integrating other source milk 
(when used as Class I) into the regu¬ 
latory plan. 

Compensatory payments should not 
apply to purchases of supplemental milk 
at times when the market as a whole is 
short of producer milk. This effect is 
achieved under the present order by al¬ 
lowing a city plant to purchase up to 
half of its milk from unregulated sources 
without making compensatory payments. 
As previously mentioned, this provision 
is related to the present order provisions 
for the qualification of new supply 
plants, but the exemption from com¬ 
pensatory payments is not confined to 
purchases of milk from plants which are 
in process of qualifying. Since the at¬ 
tached amendments would give a new 
supply plant immediate pool status on 
a month-to-month basis, the compensa¬ 
tory payments have been made to apply 
to all other source milk used in Class I 
at a pool plant, unless the market is 
short of producer milk. 

At times in the past when the Cleve¬ 
land market has been short of producer 
milk, supplies of quality milk from other 
sources have also been limited and more 
costly than the minimum Class I prices 
established under the order. The Cleve¬ 
land market is so large in relation to the 


other fluid milk markets in northern 
Ohio and Indiana, and its milkshed so 
widespread as to make it probable that 
other source milk would also be expen¬ 
sive during any future situation of short 
supply. 

The Cleveland market should be con¬ 
sidered short whenever producer receipts 
are less than 110 percent of the gross 
Class I utilization at pool plants. This 
is below the percentage adopted as 
“standard” in the supply-demand ad¬ 
justment, and the market can be con¬ 
sidered definitely short of milk at this 
monthly average percentage because of 
daily and weekly variations in sales and 
receipts during the month. The per¬ 
centage standard is based on marketwide 
data. No handler can obtain other 
source milk without an equalizing pay¬ 
ment merely by buying short from his 
own producers. He must either take on 
sufficient supplies for his own use or 
depend upon other handlers who have 
supplies in excess of their own Class I 
needs. 

No compensatory payments are re¬ 
quired under the Cleveland order on 
milk classified and priced under another 
Federal order. The close relationships 
between the Cleveland, Akron, and 
Stark County, Lima, Toledo, Fort Wayne, 
and Detroit markets have already been 
described. Since the Class I prices in 
the competing markets are so closely 
aligned with those under the Cleveland 
order, there is no prospect of handlers 
in any one of the several markets 
achieving a competitive advantage over 
any significant period of time. 

All funds collected from other source 
milk should be added to the producer- 
settlement fund. Since the compensa¬ 
tion payments apply only when there are 
adequate supplies of producer milk in 
the market, the payments will compen¬ 
sate producers for the loss of income 
represented by the Class I sales of other 
source milk. 

The regulated handler should be obli¬ 
gated to make the compensatory pay¬ 
ments. There will be no difference in 
actual price paid for milk whether the 
payment is made by the regulated han¬ 
dler or by the operator of the unregu¬ 
lated plant from which the other source 
milk is obtained. However, the regu¬ 
lated handler makes the actual distribu¬ 
tion of milk and reports its utilization to 
the market administrator, therefore 
from an administrative viewpoint he is 
the logical one to make the payment. 

5. Responsibility and reclassifications . 
Handlers proposed that accountability 
for the classification of milk be shifted 
to the ultimate user of the milk instead 
of being left with the handler who first 
received the milk from producers. 

The handler who had encountered the 
most difficulty with the present provision 
operates a country supply plant and sells 
milk to a number of distributing plant 
operators. It is apparent that whether 
the operator of a country plant remained 
responsible for audit adjustments and 
other reclassification or whether this re¬ 
sponsibility was shifted to the city plant, 
the two parties would have to agree be¬ 
tween themselves on the incidence of 
such adjustments. Also, it was testified 
that the amounts involved had been 
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greatly reduced since the market admin¬ 
istrator developed a procedure for re¬ 
conciling the original utilization reports 
of the country plant and the several city 
plants. In view of these considerations 
and the general administrative desir¬ 
ability of keeping the responsibility ap¬ 
plicable to the operator of the plant of 
first receipt, especially in case of trans¬ 
fers to nonpool plants, it is concluded 
that the proposal should not be adopted. 

6. Allocation of milk . The provision 
for prorating other source milk with 
producer milk in the allocation of pro¬ 
ducer milk to the several classes of 
utilization should be deleted. 

The order now provides that other 
source milk may be allocated on a pro 
rata basis by each handler to the extent 
that producer receipts are less than 110 
percent of Class I sales at his plant. On 
the other hand, whenever producer re¬ 
ceipts are in excess of 110 percent of the 
handler’s Class I utilization, any pur¬ 
chases of other source milk by the han¬ 
dler must be allocated to the lowest class 
of utilization, thereby assigning pro¬ 
ducer milk to the higher classes of 
utilization. 

The amended provisions for qualifying 
new country supply plants as pool plants 
on a month-to-month basis will greatly 
reduce the applicability of the prorating 
provision. Under the present order the 
milk from a newly qualifying country 
plant remains other source until after 
the 6-month shipping period is com¬ 
pleted. Under the prorate provision, 
any distributing plant which was short 
of producer milk could purchase the 
other source milk from the new plant 
during the months of October through 
January without having its producer milk 
allocated to the higher classes. The 
amended pool plant definitions would 
designate the country plant milk as pro¬ 
ducer milk in each month that the mini¬ 
mum percentage requirements were met. 

The prorate provision conflicts with 
the principle that producer milk should 
be allocated to the highest classes of use 
because it is the milk which is regularly 
available for fluid consumption in the 
marketing area. It permits an individ¬ 
ual handler to purchase other source 
milk and leave proportionate quantities 
of producer milk in Class n or Class III 
at a time when there may be abundant 
supplies of producer milk elsewhere in 
the market. 

It was testified that the Cleveland han¬ 
dlers have been so well supplied with 
producer milk in recent years that the 
prorate provision has been virtually in¬ 
operative. It appears, therefore, that 
the deletion of the provision is particu¬ 
larly appropriate at this time since it will 
not necessitate any major adjustments in 
the procurement plans of handlers. 

7. Method of stating class prices. The 
order should be revised to provide that 
Class prices for milk be stated in terms of 
a hundredweight of milk containing 3.5 
percent butterfat, with a differential for 
each one-tenth of a percent that the 
actual butterfat test varies from 3.5 
percent. 

The butterfat and skim milk utilized 
In each class is accounted for separately 
under most of the Federal orders, includ¬ 
ing all the orders in Ohio. The price 


per hundredweight of milk must, of 
course, be allocated to the skim milk and 
butterfat components. In most orders 
throughout the United States this is ac¬ 
complished by specifying a basic butter¬ 
fat test and a butterfat differential, 
which is the amount to be added or sub¬ 
tracted from the announced price for 
each one-tenth of one percent variation 
in butterfat content. Under the present 
Cleveland order the 3.5 percent price 
is only an intermediate computation; 
official class prices are then computed 
and announced separately per hundred¬ 
weight of butterfat and per hundred¬ 
weight of skim milk. There is no sub¬ 
stantive difference between the two 
means of computing and announcing 
class prices. However, the butterfat 
differential method is more simply 
stated, focuses attention on the 3.5 price, 
and is used in the majority of orders 
which utilize a butterfat and skim milk 
accounting system. 

8. Class I prices. The three major 
changes in the Class I price provisions 
are that (a) the stated Class I differ¬ 
entials should be changed to $1.35 per 
hundredweight during the six flush 
months of February through July and 
to $1.80 during the short production 
months of August through January; (b) 
the seasonal pattern of the standard 
utilization percentages in the supply- 
demand adjustment should be modified 
to reflect recent and prospective changes, 
retaining, however, the present standard 
of 117 percent in November and the 
present schedule of price changes; and 
(c) the Class I butterfat differential 
should be set at 30 percent over the mar¬ 
ket price of butter, with the 45-cent per 
hundredweight discount on cream elimi¬ 
nated. 

(a) Stated differentials . Under the 
present order, seasonal changes in the 
level of the stated Class I price differen¬ 
tials are relied upon to provide the 
principal economic incentive for pro¬ 
ducers to furnish uniform quantities of 
milk to the market at all seasons of the 
year. The differential is at a low of 
$1.00 per hundredweight over basic 
formula prices in the flush months of 
April, May. and June; at an intermediate 
level of $1.45 during February, March, 
and July; and a peak of $1.90 during the 
short production season of August 
through January. 

The eligible allotment plan was pro¬ 
posed as a more directly effective means 
of encouraging level production. It de¬ 
pends upon a maximum difference be¬ 
tween the eligible and ineligible prices 
during the spring flush months to en¬ 
courage producers to earn as large an 
eligible allotment as possible in the pre¬ 
vious fall and to minimize the production 
of ineligible excess milk in the spring. 
Any seasonality in the Class I differen¬ 
tial reduces the flush season difference 
between the eligible and ineligible prices. 
However, producers proposed that less 
complete reliance be placed upon the 
quota plan at its inception. They pro¬ 
posed that a 45-cent seasonal variation 
be retained. In view of the importance 
of educational efforts to the success of 
the plan and the subjective nature of 
seasonal incentives in general, it is con¬ 
cluded that a 45-cent variation should 


be adopted. The high price of $1.80 will 
be effective in the same months, August 
through January, as the maximum price 
under the present order, and the $1.35 
will prevail in the remaining six months 
of February through July. 

The stated Class I differentials of $1.35 
and $1.80, for 6 months each, average 
virtually the same as at present, $1.5714 
as compared with the present $1.56 %. 
Producers had proposed that the aver¬ 
age of the Class I differentials be in¬ 
creased to $1.63% and that the supply- 
demand adjustment, which has reduced 
the price in most months, be eliminated. 
However, it is apparent that the present 
schedule of Class I differentials and the 
supply-demand factor have been high 
enough to attract an adequate supply for 
the needs of the market. A supply equal 
to 117 percent of Class I sales is consid¬ 
ered normal in the month of lowest pro¬ 
duction; in 1953 the lowest supply in 
October, was 125.4 percent of sales and 
in October 1954 the low was 132.5 percent. 
Developments which may tend to reduce 
milk supplies include the announcement 
by the Cleveland health authorities of a 
requirement that milk be delivered to the 
plant at such a low temperature that 
mechanical coolers on the farm would 
become a virtual necessity. These are 
not only costly, but also the use of elec¬ 
tric power as is required by such cooling 
equipment is contrary to the religious be¬ 
liefs of many producers in the area. The 
Brucellosis eradication program recently 
undertaken by State authorities may also 
significantly affect herds in the area. 
However, if these or other future develop¬ 
ments prove that the stated Class I dif¬ 
ferentials are inadequate to assure a full 
supply of milk, the supply-demand ad¬ 
justment will provide automatic price 
increases for such time as may be re¬ 
quired to arrange for review of the entire 
Class I price structure at a public 
hearing. 

Another gauge of the level of Class I 
prices is provided by a comparison with 
prices In the markets with which Cleve¬ 
land handlers compete for supplies or in 
the distribution of milk. The Class I 
prices which have been in effect in Cleve¬ 
land since the inception of the supply- 
demand provision (August, 1953) appear 
to have been in appropriate adjustment 
with those in competing markets. Of¬ 
ficial notice is taken of Class I price data 
showing that during the 17-month 
period. August 1953 through December 
1954 Cleveland prices compared with 
those in competing markets as follows: 


Competitive market 

Cleveland market 

Market 

Class I 
price 

Class 
I‘ price 

Competitive point 

Cincinnati, Ohio >. 

$4.53 

$4.40 

East Liberty, Ohio. 

Columbus. Ohio— 

4.38 

4. 40 

Do. f 

Dayton-Spring- 
flnld, Ohio. 

4. 40 

4.40 

Do. 

Detroit. Mich. 1 - 

4.22 

4.32 

Coldwater, Mich. 

Limn. Ohio. 

4. 44 

4.38 

Lima. Ohio. 

Stark County, 
Ohio. 

Toledo, Ohio. 

4.07 

4. CO 

At Cleveland. 

4.44 

4. 44 

Dowling Green, 
Ohio. 


» City plant price less location adjustments at the 
indicated competitive points. 

• At plants over 45 miles from Cincinnati. 

»At Litchfield, Mich., the closest Detroit plant to 
Cold water, Mich. 
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It will be seen that Class I prices un¬ 
der the Cleveland order have been very 
closely in line with those in other Ohio 
markets and Detroit during the 17- 
month period. Moreover, during 1954 
the Class I prices under the Lima order 
were related directly to the Cleveland 
price less location differential, and those 
in the Stark County were adjusted to 
stay as closely as possible to 5 cents less 
than the Cleveland Class I price. 

The year 1955 will be a period of tran¬ 
sition between the seasonal price plan 
and the quota plan. Beginning in Octo¬ 
ber 1955, producers will be establishing 
their eligible milk allotment quotas for 
use during the period April-June 1956. 
Their plans for breeding, feeding, pur¬ 
chases of cows, and the like will neces¬ 
sarily precede October by many months. 
Conceivably the changes in the seasonal 
pattern of the Class I differential could 
be postponed until April 1, 1956 on the 
basis that that is the first date when the 
eligible allotment plan will be reflected 
in payments to producers. However, 
producers strongly recommended that 
the change in seasonality be made ef¬ 
fective as promptly as possible. In view 
of the fact that advance preparations 
for the plan are already in progress and 
that the annual average level of the Class 
I differential is not significantly affected, 
it is concluded that the changes should 
be made effective immediately upon the 
effective date of the amendments con¬ 
tained herein. 

(b) Supply-demand adjustment. The 
supply-demand adjustment provisions 
of the present order should be retained, 
but a substantial modification should be 
made in its seasonal effects. 

The adjustment was not reviewed in 
as much detail as at the hearing of June 
17, 1953 nor was evidence presented 
which alters the conclusions contained 
in the final decision issued by the Acting 
Secretary on July 27,1953 (18 P. R. 4473). 
Producers and those handlers who sub¬ 
mitted proposed amendments to the 
Class I price provisions, specifically 
omitted any supply-demand adjustment. 
Their principal basis for this omission 
was a belief that the amounts subtracted 
from the stated Class I differential over 
the 15-month history of the present ad¬ 
justment had resulted in unduly low 
prices. The preceding analysis of the 
general level of the Class I prices which 
have prevailed do not support this 
conclusion. 

However, it is apparent that the sea¬ 
sonal pattern of the present adjustment 
has not coincided with recent or prospec¬ 
tive conditions in the market. From 
March 1. 1952, when the latest country 
supply plants became qualified, to date, 
the seasonality of the utilization per¬ 
centages has been remarkable uniform 
and substantially different from the 
standard percentages incorporated in the 
order. (In this period supplies have also 
averaged approximately 13 percentage 
points above the standard in relation to 
Class I sales but this is a matter of the 
production level rather than of seasonal 
pattern.) In two of the three years Oc¬ 
tober supplies were actually lower than 
in November, whereas the present stand¬ 
ard reflects substantially higher supplies. 


PROPOSED RULE MAKING 

September supplies have also been lower 
in relation to sales than is reflected in 
the standard. On the other hand flush 
season supplies during 1952-54 have been 
in almost the same proportion to Novem¬ 
ber supplies as in the order standard. 

The average utilization percentages for 
the three-year period March 1952 
through February 1955 (official notice is 
taken of these data for the last 4 months 
of the period) ranged from 128.9 percent 
for October and 129.9 for November to 
a high of 190.6 for May. Reduced to a 
November average of 117.0, the present 
normal for the month of lowest produc¬ 
tion, the three-year average for May 
would be correspondingly reduced to 
171.7 percent. In anticipation that the 
eligible quota plan will reduce the flush 
season excess, it appears that the revised 
normal utilization percentages should be 
further reduced to a maximum of 165.0 
percent in May. 

The revised normal percentages and 
the new standard utilization percentages, 
based on the normal percentages for the 
first and second preceding months, would 
be as follows: 


Month 

3-year 

percent¬ 

age, 

adjusted 1 

Normal 

percent¬ 

age* 

Stand¬ 
ard utili- 
ratlon 
percent¬ 
age* 

January. 

130.0 

130.0 

120 

February. 

133.8 

133.8 

127 

March... 

143.8 

143.8 

132 

Anri].. 

ISO. 2 

150.2 

139 

May. 

171.7 

165.0 

147 

June. 

162.2 

158.0 

158 

July. 

140.2 

140.2 

162 

August ... 

133.0 

133.0 

119 

September. 

123.2 

123.2 

137 

October. 

nai 

117.0 

128 

November...._ 

117.0 

117.0 

120 

December. 

123.9 

123.9 

117 


1 Avffftgct for the period March 1952-February 1955, 
adjusted to November 117.0. 

* Percentages for May, June, and October adjusted to 
reflect anticipated changes In seasonality. 

* Average of normal percentages for the first and second 
preceding months, rounded to nearest whole number. 

The change in seasonality of the 
standard utilization percentages should 
be the only modification in the supply- 
demand adjustment. The level of the 
adjustment should continue to be set 
at 117 for the month of November, the 
first and second preceding months should 
continue to measure oversupply or un¬ 
dersupply, and the schedule of price 
changes should remain as at present. 
The adjustments which would have pre¬ 
vailed during 1954 under the amended 
schedule of standard utilization percent¬ 
ages would have been -25 cents in all 
months except September and October 
1954, when it would have been -19 cents. 

(c) Butter fat differential. Serious 
consideration was given at the hearing 
to possible revision of the relative values 
of butterfat and skim milk in Class I, 
with special attention being given to 
fluid cream. Under the present order, 
cream is classified as Class I but the 
price per hundred pounds of 3.5 milk 
utilized to produce cream is 45 cents less 
than the price for other Class I uses. 
In both categories of use 70 percent of 
the Class I price is assigned as the value 
of the 3.5 pounds of butterfat and 30 
percent as the value of the 96.5 pounds 
of skim milk. Since the price of Class 


I milk varies seasonally, the value of the 
butterfat used in fluid cream also varies. 
During the 12 months preceding the 
hearing (November 1953 through Octo¬ 
ber 1954) the price per pound of butter¬ 
fat in fluid cream ranged from a low of 
1.13 times the price of 92-score butter 
at Chicago in May and June to a high 
of 1.52 times the price of butter in Sep¬ 
tember and October. The 12-month 
average was 1.33. 

There is a considerable volume of 
“open market” cream sold through 
brokers in the Cleveland market area. 
It was testified that such cream has been 
available at prices which are below the 
fluid cream price under the order by as 
much as $5.00 per 10-gallon can of 40- 
percent cream. Handlers contended 
that most users of bulk cream obtained 
their supplies from brokers rather than 
from regular handlers. Apparently 
cream from some plants, not subject to 
the order may also be of suitable qual¬ 
ity for distribution as bottled cream. 
Such evidence as was presented at the 
hearing on the prices charged by cream 
brokers indicates that such prices are 
maintained at a reasonably consistent 
relation to the butter market. Although 
there was conflicting evidence on the 
exact level of brokerage cream prices, it 
appears that the value of 1.3 times the 
butter price will be appropriate. This is 
somewhat lower than the average order 
value during the past 12 months and is 
the same value as specified in the Toledo, 
Lima, Canton, and Akron orders. 

Handlers also indicated that the fun¬ 
damental problem underlying their pro¬ 
posal for a lower classification on skim 
milk and butterfat disposed of to bak¬ 
eries, candy shops, and soup kitchens in¬ 
volved the high valuation of butterfat in 
fluid cream. It is concluded that the 
adoption of a Class I butterfat differen¬ 
tial at 30 percent over the price of but¬ 
ter for all months of the year will make 
order prices competitive with brokerage 
cream and thereby permit handlers to 
supply those outlets on a fully competi¬ 
tive basis. 

During the past 12 months the value 
of butterfat in Class I items other than 
fluid cream has ranged from a low of 
1.28 times the market price of butter in 
June 1954 to a high of 1.67 in September 
and October. In Cleveland, as well as 
in most markets in the United States, 
sales of fluid cream and high-test milk 
have been declining, while sales of skim 
milk, buttermilk, flavored drinks and 
other low-testing products have been in¬ 
creasing. This change in consumer 
habits should be recognized by reducing 
the value of Class I butterfat and cor¬ 
respondingly increasing the value of the 
skim milk component. This reappor¬ 
tioning of the values of butterfat and 
skim milk components is in keeping with 
continuing reports that butterfat values 
have been at such high levels as to have 
had a considerable effect on the down¬ 
ward trend of cream and butter con¬ 
sumption during recent years. 

It is concluded that the butterfat dif¬ 
ferential on all Class I uses should be 
established at 0.13 times the market 
price of butter and that the full Class I 
price should be applied to fluid cream as 
well as to the other products. 
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(9) Class II and Class III. The 
changes made in Class n and Class m 
may be summarized as follows: 

a. The new Class n milk includes all 
manufacturing uses except butterfat 
used to produce butter or contained in 
allowable shrinkage. It is a combina¬ 
tion of the present Class II (ice cream 
and cottage cheese) with the present 
regular Class III items. 

b. The new Class II price will be the 
higher of the present Class III butter- 
powder formula price or a local plant 
price, with the exception that during 
April, May, and June, 1955, the local 
plant price w r ill prevail. The butterfat 
and skim milk contained in Class II 
milk will have the same proportionate 
values as in the previous Class HI. 

c. Butterfat in the present “butter- 
shrink 0 subcategory of Class HI will con¬ 
stitute a separate Class III. 

d. The new Class HI price will continue 
to be 5 cents per pound of butterfat 
below the value of butterfat in the new 
Class II, if the local plant price is as 
much as 17.5 cents per hundredweight 
below the Class n butter-powder value. 
If the local plant price is less than 17.5 
cents below the Class H butter-pow’der 
value, the 5-cent discount will be corre¬ 
spondingly reduced, and if the local plant 
price is the effective Class H price, the 
price of butterfat in Class HI will be the 
same as in Class H. 

Under the present order the two major 
uses of Class II milk are ice cream and 
cottage cheese. The other manufactured 
dairy products are included in Class HI, 
except that butterfat manufactured into 
butter or contained in allowable shrink¬ 
age of producer milk is included in a 
special subcategory of Class HI and 
priced at a discount below the regular 
Class HI price. The prices of butterfat 
used in Class H and Class HI (except 
butter and shrinkage) have been the 
same since November of 1952. However, 
the price of skim milk in Class H is based 
upon market quotations for spray process 
nonfat dry milk solids at Chicago, where¬ 
as the value of Class in skim milk is 
based upon the value of roller process 
nonfat dry milk solids, f. o. b. manu¬ 
facturing plants, resulting in values 
about 25 cents per hundredweight lower 
than the price of Class H skim milk. 

Milk utilized in the manufacture of 
cottage cheese and ice cream should be 
classified and priced in the same classi¬ 
fication as uses presently included in 
Class III. Since the Class H and Class 
III butterfat values are already the same, 
this change would put all surplus uses of 
milk in a single price class with the ex¬ 
ception of butterfat utilized in the manu¬ 
facture of butter or included in shrink¬ 
age. Accordingly, the present Class 
n would be expanded to include the 
present Class HI items. Since butterfat 
utilized in the manufacture of butter 
and contained in shrinkage is separately 
priced, it should also be separately clas¬ 
sified. Such utilization constitutes the 
new Class HI in the attached order. 

The present provisions for higher clas¬ 
sification and prices on skim milk utilized 
in ice cream than in other manufacturing 
uses have led to several inequities. Con¬ 
densed skim milk has been an important 


outlet for nonfat solids in the Cleveland 
market. This product is used primarily 
in the manufacture of ice cream. If it 
is sold to the operator of an unregulated 
ice cream plant, either within or outside 
the marketing area, it is priced at Class 
III. However, if the condensed skim is 
utilized in the manufacture of ice cream 
within a regulated plant, it is reclassified 
as Class H. It was contended at the 
hearing that this leaves handlers who 
manufacture ice cream in their own fa¬ 
cilities at a substantial price disadvan¬ 
tage in the manufacture and sale of ice 
cream. It is concluded, therefore, that 
the classification and pricing of skim 
milk utilized for the manufacture of 
ice cream should be the same as that 
utilized in such other ice cream ingredi¬ 
ents as plain or sweetened condensed 
skim milk and nonfat dry milk solids. 

The largest quantities of skim milk 
presently classified as Class H have been 
utilized in the manufacture of cottage 
cheese. It was testified at the hearing 
that cottage cheese curd is available 
from unregulated sources and from 
other Federal order markets at less than 
Cleveland order prices. Non-handlers 
have been able to specialize in the cot¬ 
tage cheese business and have succeeded 
in taking from regulated handlers 
virtually all sales of bulk cottage cheese 
to meat markets, delicatessens and sim¬ 
ilar outlets for bulk cottage cheese in 
the marketing area. Regulated han¬ 
dlers are not able to compete for this 
business by using producer skim milk 
because of the higher price, nor are they 
able to meet competition by purchasing 
curd from other sources if they have 
producer milk in lower classes which 
would be moved into Class H through 
the allocation provisions. 

The butterfat portion of the Class IH 
butter-powder formula has been estab¬ 
lished at 20 percent over the price of 92- 
score butter at Chicago. As previously 
explained the skim milk value has been 
based upon the price of roller process 
powder at manufacturing plants in the 
Chicago area. However, the large vol¬ 
umes of milk which have had to be dis¬ 
posed of in many outlets during the flush 
seasons of 1953 and 1954 have necessi¬ 
tated lower prices during April, May, and 
June of each of the two years. During 
these periods the Class HI price was re¬ 
duced to approximately the level of the 
prices paid for milk at local manufac¬ 
turing plants. 

It appears that Class HI prices re¬ 
sulting from the order have not been 
unduly high and should not be reduced. 
All of the milk delivered by the producers 
in excess of fluid needs has been mar¬ 
keted for manufacturing purposes. One 
of the cooperative associations in the 
market maintains milk manufacturing 
facilities. Its membership currently 
comprises nearly 10 percent of the total 
number of producers supplying the mar¬ 
ket. In addition to manufacturing all 
of the excess milk delivered by its own 
producers, this cooperative has manu¬ 
factured milk diverted by other han¬ 
dlers. The manager of this cooperative 
testified that it has handled such milk 
without loss and that it has paid order 
prices for milk purchased from other 
handlers, except in rare cases involving 


small quantities, irregular supplies or 
similar conditions. During 1953 and 
1954 the Class HI butter-powder prices 
have been substantially above those paid 
by local plants. The local plant prices 
have, in fact, been considered as “dis¬ 
tress milk” prices and have been utilized 
in the order only during the months of 
April, May, and June when burdensome 
quantities of milk had to be utilized for 
manufacture. At any time when prices 
paid by the local plants may be above 
the butter-powder formula, as a result 
of stronger demands for milk to manu¬ 
facture into evaported milk, cheese, or 
other products, it is appropriate that 
such prices be used as the Class H price. 
It is concluded, therefore, that the new 
Class H price should be the higher of 
(1) the old Class HI butter-powder for¬ 
mula or (2) an average of the prices 
paid at a representative group of plants, 
except that in the months of April, May 
and June 1955, the local plant prices 
should be used. 

Present indications are that the quan¬ 
tities of milk which must be converted 
into manufactured dairy products in 
April, May, and June of 1955 and the 
problems involved in obtaining favorable 
prices for such milk will be similar to 
those that prevailed during the corre¬ 
sponding months of 1953 and 1954. 

Production per producer and total re¬ 
ceipts from producers have continued to 
increase more rapidly than Class I sales. 
Receipts in the market are considered 
normal when they equal 117 percent of 
Class I use during November, the month 
of shortest supply, and to 171 percent 
in the flush month of May. However, 
during November 1952, the receipts to 
sales ratio was 9 points above normal 
and in the following May was 22 points 
over. In November 1953 it was 12 points 
above normal and in the following May 
20 points over. In November 1954, the 
ratio was 17 points above normal, indi¬ 
cating the possibility that the over¬ 
supply in the coming flush months may 
be more burdensome than during the 
flush periods of 1953 and 1954. In such 
event, handlers* own facilities w'ill again 
be unable to accommodate all the milk 
which is not sold in fluid form, and large 
quantities may need to be shipped to 
non-handler manufacturing plants. 

A similar price problem is also in 
prospect. During most months of 1953 
and 1954 the prices paid by manufactur¬ 
ing plants were substantially lower than 
usual in relation to butter and powder 
prices. As a consequence, handlers who 
had to dispose of milk to manufacturing 
plants commonly received lower prices 
than those resulting from the Class IH 
butter-powder formula. Sizeable trans¬ 
portation charges were also incurred on 
some of the milk so disposed of. Even 
those handlers who process those dairy 
products included in the new Class H 
in their own plants had to pay more for 
it than the prices paid for milk at the 
directly competitive nonhandler plants. 
To the extent that local plant prices are 
not as far below butter-powder values 
in April, May, and June 1955 as in the 
corresponding months of 1953 and 1954, 
the reduction in the new Class H price 
will be correspondingly less. 
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There should not be any special price 
for milk in the new Class II for the 
flush seasons following 1955. It is an¬ 
ticipated that the new plan for achiev¬ 
ing a more level seasonal pattern of 
production will have become effective to 
an extent which should substantially 
reduce the quantities of excess milk to be 
disposed in April, May and June of 1956 
and succeeding years. 

The local plant price to be used as 
an alternative Class II formula should 
be the average of the prices paid for 3.5 
milk at all of the local plants listed un¬ 
der the Lima, Toledo and Fort Wayne 
orders. These plants are all located 
within the Cleveland milkshed. Their 
prices are representative of the prices 
paid for manufacturing milk in the area, 
are used for such purpose under those 
other orders, and are readily available 
to the respective market administrators. 
The present operators and locations of 
the plants are as follows: 

Defiance Milk Products Co.. Defiance. Ohio. 

Fisher Dairy & Cheese Co., Wapakoneta, 
Ohio. 

Kraft-Phenlx Cheese Corp., KendallvUle, 
Ind. 

Nestles Milk Products Co., Marysville, Ohio. 

Pet Milk Co., Angola, Ind. 

Pet Milk Co.. Coldwater. Ohio. 

Pet Milk Co., Delta, Ohio. 

Pet Milk Co.. Garrett, Ind. 

Pet Milk Co.. Hudson, Mich. 

Swift & Co., Lima, Ohio. 

The butterfat differential paid by han¬ 
dlers for milk utilized in the new Class 
n should be equal to 0.119 times the price 
of 92-score butter at Chicago. This will 
result in the same relative values of but¬ 
terfat and skim milk as prevailed under 
the former Class in price. There was 
no evidence presented at the hearing 
which would indicate that any change 
was desirable in these relative values of 
butterfat and skim milk. 

Reducing the classification and price 
of the skim milk components of ice cream 
and cottage cheese will, inevitably, re¬ 
duce the money received by producers 
for these products whenever the price of 
the new combined Class II is based upon 
butter-powder values. However, to the 
extent that the price adjustment on ice 
cream and cottage cheese stimulates 
greater use of producer milk in these 
products, correspondingly smaller quan¬ 
tities will be used in the manufacture of 
butter at the Class HI price or diverted 
to manufacturing plants during April, 
May, and June. Also, the returns from 
these and all other Class n and Class III 
uses of milk would be substantially in¬ 
creased during periods like 1951 and 1952 
when local plant prices were in excess 
of butter-powder values. 

The new Class in consisting of butter¬ 
fat utilized in the manufacture of butter 
or contained in the allowable shrinkage 
of producer milk, should continue to be 
px*iced at 5 cents per pound of fat below 
the value of butterfat in the new Class 
II except that the 5-cent discount 
should apply only when local plant prices 
are below the Class II butter-powder 
formula by 17.5 cents or more. (The 
figure of 17.5 cents is equal to the value 
of 3.5 pounds of fat at 5 cents per pound.) 
Whenever the local plant price is below 
the new Class II butter-powder formula 


by less than 17.5 cents per hundred¬ 
weight of 3.5 milk, the discount on Class 
III butterfat should be correspondingly 
reduced. There would be no discount 
when the local plant price was equal to 
or above the Class II butter-powder 
formula price. 

The discount of 5 cents per pound of 
butterfat has been allowed under the 
order to cover the cost of converting the 
butterfat into butter. The cooperative 
association which operates a milk manu¬ 
facturing plant under the order produced 
large quantities of butter over the past 
two years. Based upon their experience 
it appears that 5 cents allowance has 
been appropriate. However, the value of 
milk used in the manufacture of butter 
and by-products should not at any time 
be less than the local plant price. The 
local plant prices represent the minimum 
value at which handlers should be able 
to convert producer milk in the manu¬ 
factured products and the value at which 
competitive products, such as ice cream, 
cheese, butter, and condensed and dry 
milks are available. During the past two 
years, in particular, butter and powder 
have represented comparatively favor¬ 
able outlets for milk for manufacture 
since butter, nonfat dry milk solids and 
American cheese have been the products 
purchased by the government in order to 
make the support program effective. 
Butterfat content in allowable shrinkage 
should continue to be valued at the low¬ 
est class price. 

10. Location adjustments to handlers. 
The location adjustments to handlers on 
milk used for Class I purposes should be 
increased to reflect increased costs of 
transportation. The new rates should 
start with 20 cents at plants located 60 
to 74 miles from City Hall in Cleveland, 
and be increased by 2 cents for each ad¬ 
ditional 14 miles. 

These compare with present rates of 
15 cents at plants located in the 60 to 75 
mile-zone, 18 cents at 75 to 90 miles, and 
2 cents per 15 miles thereafter. These 
rates apply both to Class I and Class II. 

Handlers testified that the present 
rates are not equal to the amounts 
charged by contract haulers for trans¬ 
porting milk in bulk from the supply 
plants to the marketing area. A few 
supply plant operators maintain their 
own trucks and tanks, but the majority 
depend upon contract haulers. The 
higher wages paid to drivers, increased 
costs of equipment, and the axle mile tax 
in Ohio represent additional costs since 
the hearing of May 1952, when the dif¬ 
ferentials were last reviewed. 

Milk hauling costs can be considered 
in two steps. One is the minimum cost 
of providing the equipment and driver, 
loading, and cleaning. The other is the 
cost per mile of transporting the milk 
additional distances. The most direct 
testimony on the short-haul minimum 
was presented by the operator of a sup¬ 
ply plant in the 60-75 mile zone. He 
testified that he had a 20-cent rate with 
a contract hauler, on the basis of regu¬ 
lar daily shipments. The second bench¬ 
mark for which specific hauling cost data 
were available involved a plant in the 
195 to 210-mile zone. The contract 
haul charge from this plant is 40 cents. 


as compared with an allowed rate of 34 
cents under the present schedule. 

It appears that the rates at interven¬ 
ing locations can most appropriately be 
set at a constant rate per zone since 
they are primarily a function of the 
added distance. Accordingly, and in 
view of the administrative desirability of 
keeping the rate in terms of whole cents, 
the mileage zones for each 2-cent change 
in rate need to be set at 14 miles begin¬ 
ning at plants located more than 60 
miles from City Hall. The same rate 
structure of 2 cents per 14 miles should 
be extended to distances beyond the 200 
to 214-mile zone. The only cost which 
is avoided at these distances by plants lo¬ 
cated in Indiana and Michigan is the 
Ohio axle mile tax, and this amounts to 
only seven one-hundredths of a cent per 
hundredweight per 14 miles. 

The handler location adjustment 
should continue to apply to all Class I 
disposition from a plant whether the 
milk is sold within the Cleveland mar¬ 
keting area, locally, or to distant points. 
Also, since all the manufacturing uses 
except butter and shrinkage have been 
combined into the new Class II items, 
the location adjustment to handlers 
should be confined to Class I. The loca¬ 
tion adjustment should apply to any 
plants which may be located within the 
expanded marketing area, but more 
than 60 miles from the Cleveland City 
Hall by road distance. 

Under the present order, the location 
adjustment to handlers applies to the 
actual weight of all Class I and Class II 
products moved to the marketing area. 
The value of the pooled milk is. there¬ 
fore, reduced to the extent that handlers 
physically move milk to marketing area 
plants for other than Class I require¬ 
ments. Producers should not bear the 
transportation expense on such move¬ 
ments of milk. Rather, they should bear 
the cost of transporting on only that 
milk which is actually used for Class I 
purposes. A method is provided for de¬ 
termining the order in which milk from 
various sources should be allocated to 
Class I for the purpose of computing the 
location adjustment. The method gives 
first priority to milk received directly 
from producers at the plant which has 
Class I utilization and then assigns re¬ 
ceipts from supply plants in the order of 
their nearness to the Public Square in 
Cleveland. 

11. Location adjustments to pro¬ 
ducers. The minimum uniform prices 
to producers delivering milk to plants 
located more than 60 miles from the 
Cleveland City Hall should be reduced by 
the same rate of location adjustments as 
apply to Class I sales by handlers. This 
follows the principle that whenever the 
producers' milk is actually used for 
Class I purposes, it is worth the market 
area price less the cost of transporting 
it to the market. The only modification 
to this principle is that during April 
through June, when the eligible allot¬ 
ment plan is operative, the producer lo¬ 
cation adjustment should be applied 
only on the eligible milk. 

Under the present order the rates of 
location adjustment to producers and 
handlers are the same except that an 
adjustment of 13 cents is provided to 
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producers delivering to plants in the 30 
to 60-mile zone. This adjustment is no 
longer effective. Handlers receiving 
milk at plants located in this zone testi¬ 
fied that they are commonly obliged to 
pay premiums equal to or in excess of 
the 13-cent location adjustment. Fur¬ 
ther. there are no producer location ad¬ 
justments at the plants regulated under 
the Akron and Stark County orders 
which are directly competitive in the 30 
to 60-mile zone. These orders have be¬ 
come effective since November 1952 when 
the location adjustments in the Cleve¬ 
land order were last reviewed and modi¬ 
fied. It is concluded that handlers 
operating plants in the 30 to 60-mile zone 
should be obligated to pay producers the 
city zone price. 

Producers proposed that the location 
adjustment apply only on eligible milk, 
in those months when the allotment plan 
is operative. They maintained that the 
minimum value of ineligible milk is the 
manufacturing value which does not 
vary with distance from the market. 
The attached order does not provide lo¬ 
cation adjustments to handlers on Class 
n or Class IH milk. It is concluded that 
the producer location adjustment should 
apply only to the eligible milk during the 
operating months of the eligible quota 
plan. 

12. Butter fat differential to producers. 
The butterfat differential used in paying 
producers for milk testing above or be¬ 
low 3.5 percent butterfat should continue 
to be based on the weighted average 
values of butterfat and skim milk in 
Classes I. II. and III. This follows the 
same principle as the payment of a uni¬ 
form price to all producers. Each pro¬ 
ducer shares equally in the total value 
of the handlers' utilization in each class 
at the basic test of 3.5 percent butterfat. 
It is equally appropriate that each pro¬ 
ducer should receive the average utiliza¬ 
tion value of the butterfat and skim milk 
components for milk testing above or be¬ 
low 3.5 percent. 

A weighted average will give butterfat 
a somewhat higher value and skim milk 
a correspondingly lower value than those 
proposed by producers. However, it will 
be lower than the present differential in 
most months because the Class I butter¬ 
fat differential has been changed from a 
percentage factor to a fixed relation to 
the Chicago butter price. 

13. Milk from other Federal order 
markets. The order now provides that 
milk disposed of as Class I in the Cleve¬ 
land marketing area from a plant which 
the Secretary determines to be subject 
to the pricing and payment provisions of 
another Federal order are not subject to 
the pricing and payment provisions of 
the Cleveland order. Although such 
sales have been negligible in the past, the 
Akron marketing area is so close to 
Cleveland that Akron handlers might 
increase their Class I sales on routes in 
Cleveland to such an extent that they 
would become subject to the Cleveland 
order, except for the fact that they are 
already regulated under the Akron order. 

A more common example of other 
Federal milk going into the Cleveland 
market is represented by the purchase of 
such milk by Cleveland handlers operat¬ 
ing Cleveland pool plants. At any time 
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when the Cleveland market is short of 
producer milk the handler might be ex¬ 
pected to draw upon other Federal mar¬ 
kets as well as unregulated sources for 
a supplemental supply of milk. The 
order provides that any supplemental 
or other source milk (whether from the 
regulated or unregulated sources) shall 
be allocated to the lowest utilization at 
the pool plant. However, no compen¬ 
satory payments are levied on such quan¬ 
tities of other Federal order milk as may 
be allocated as Class I in the Cleveland 
pool plant. 

Handlers proposed that supplemental 
milk received at a pool plant from other 
Federal markets should be allocated 
under both orders to any class of use 
agreed upon between the two handlers, in 
much the same fashion as the transfers 
between Cleveland handlers. It is ap¬ 
parent, however, that this proposal 
could lead to serious disruption in the 
pool. For example, any firm which had 
plants both under the Cleveland and 
Lima orders could maintain a 100 per¬ 
cent Class I utilization in the Lima mar¬ 
ket. which has an individual-handler 
pool, by the expedient of transferring 
to its Cleveland plant, as Class I, any 
flush season surplus of milk which might 
otherwise be classified as Class II in 
Lima. Similarly, even between markets 
with marketwide pools, a handler with 
a plant in each market could influence 
the comparative blend prices. So long 
as the various Federal markets maintain 
their separate identities and separate 
pooling arrangements, it is highly de¬ 
sirable that the producers who regularly 
supply milk to any given plant have a 
prior claim on that plant’s Class I 
utilization. 

It is concluded that there should be no 
change in the provisions for allocation 
to the lowest utilization supplemental 
milk received at a Cleveland pool plant 
from other Federal markets. Plants 
regulated under other Federal orders 
should continue to be permitted to sell 
milk in the Cleveland market without 
becoming subject to any of the pricing 
or payment provisions in the Cleveland 
order. (Such a plant is, of course, auto¬ 
matically exempt from any allocation 
in the Cleveland order since no Cleve¬ 
land producer milk is received at the 
plant). 

Also, for determining which of the two 
Federal orders should govern a given 
plant more general provisions should be 
made than the present provisions for 
a determination of each case by the 
Secretary. Under most foreseeable cir¬ 
cumstances a plant serving more than 
one marketing area should be regulated 
in the market in which the major por¬ 
tion of Class I sales are made. A specific 
determination by the Secretary can be 
reserved for cases in which this stand¬ 
ard is not appropriate. 

General findings, (a) The proposed 
marketing agreement and the order and 
all of the terms and conditions thereof 
will tend to effectuate the declared policy 
of the act; 

(b) The parity prices of milk as de¬ 
termined pursuant to section 2 of the 
act are not reasonable in view of the 
price of feeds, available supplies of feeds. 
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and other economic conditions which 
affect market supply of and demand for 
milk in the marketing area, and the 
minimum prices specified in the pro¬ 
posed marketing agreement and the or¬ 
der are such prices as will reflect the 
aforesaid factors, insure a sufficient 
quantity of pure and wholesome milk, 
and be in the public interest; and 

(c) The proposed order will regulate 
the handling of milk in the same manner 
as. and will be applicable only to per¬ 
sons in the respective classes of indus¬ 
trial and commercial activity specified 
in a marketing agreement upon which a 
hearing has been held. 

Rulings on proposed findings and con¬ 
clusions. Briefs were filed on behalf of 
producers and handlers. The briefs con¬ 
tained proposed findings of fact, conclu¬ 
sions and argument with respect to the 
proposals discussed at the hearing. 
Every point covered in the briefs w r as 
carefully considered along with the evi¬ 
dence in the record in making the find¬ 
ings and reaching the conclusions here¬ 
inbefore set forth. To the extent that 
such suggested findings and conclusions 
contained in the briefs are inconsistent 
with the findings and conclusions con¬ 
tained herein the request to make such 
findings or to reach such conclusions are 
denied on the basis of the facts found 
and stated in connection with the con¬ 
clusions in this decision. 

Recommended marketing agreement 
and order as amended. The following 
order as amended, is recommended as 
the appropriate means by which the 
foregoing conclusions may be carried 
out. The recommended marketing 
agreement is not included in this deci¬ 
sion because the regulatory provisions 
thereof would be identical with those 
contained in the order: 

DEFINITIONS 

§ 975.1 Act. “Act” means Public Act 
No. 10, 73d Congress, as amended and as 
reenacted and amended by the Agricul¬ 
tural Marketing Agreement Act of 1937, 
as amended (7 U. S. C. 601 et seq.). 

§ 975.2 Secretary. “Secretary” means 
the Secretary of Agriculture or such 
other officer or employee of the United 
States authorized to exercise the powers 
or to perform the duties of the said 
Secretary of Agriculture. 

§ 975.3 Department of Agriculture. 
“Department of Agriculture” means the 
United States Department of Agriculture 
or such other Federal agency as is au¬ 
thorized to perform the price reporting 
functions specified in this part. 

§ 975.4 Market administrator. “Mar¬ 
ket administrator” means the agency 
described in § 975.20. 

§ 975.5 Person. “Person” means any 
individual, partnership, corporation, as¬ 
sociation, or any other business unit. 

§ 975.6 Cleveland , Ohio , marketing 
area. “Cleveland, Ohio, marketing 
area” hereinafter called the “marketing 
area.” means all territory, including but 
not being limited to all municipal cor¬ 
porations within Cuyahoga County, and 
within the following cities and townships 
of the respective, named counties: town- 
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ships of Black River, Sheffield, Avon 
Lake, Avon, Amherst, Elyria, Ridgeville, 
Carlisle, Eaton, Columbia, and Grafton 
in Lorain County; Willoughby, Mentor 
and Kirtland townships and the city of 
Painesville in Lake County; the city of 
Ashtabula in Ashtabula County; and the 
townships of Liverpool, Brunswick, 
Hinckley, York, Granger, Medina, La¬ 
fayette, and Montville in Medina 
County; all in the State of Ohio. 

§ 975.7 Handler. “Handler” means 

(a) any person who operates a pool 
plant, (b) any person who operates a 
nonpool plant from which milk skim 
milk, flavored milk, or flavored milk 
drinks are disposed of on a route (s) 
in the marketing area, or (c) a coopera¬ 
tive association with respect to the milk 
of any producer which such cooperative 
association causes to be diverted from 
producers’ farms to a milk plant. 

§ 975.8 Producer . “Producer” means 
any person with respect to milk pro¬ 
duced by him having the approval of 
the health authority of any community 
in the marketing area for consumption 
as fluid milk in such community which 
milk is moved directly from his farm to: 

(a) A pool plant; 

(b) A nonpool plant within April, May, 
June, or July for the account of a co¬ 
operative association or of a handler 
operating a pool plant. Milk so diverted 
shall be deemed to have been received by 
the handler for whose account it was 
diverted; or 

(c) A pool plant for the account of 
another pool plant by diversion from the 
latter pool plant. Milk so diverted shall 
be deemed to have been received by the 
pool plant for whose account it was 
diverted. 

§ 975.9 Cooperative association. 
“Cooperative association” means any co¬ 
operative marketing association which 
the Secretary determines, after appli¬ 
cation by the association: 

(a) To be qualified under the provi¬ 
sions of the act of Congress of February 
18, 1922, as amended, known as the 
“Capper-Volstead Act”; and 

(b) To have full authority in the sale 
of milk of its members and to be en¬ 
gaged in making collective sales or mar¬ 
keting milk or its products for its mem¬ 
bers. 

§ 975.10 Nonhandler . “Nonhandler” 
means any person not a handler who 
operates a nonpool plant. 

§ 975.11 Producer-h andler . “Pro¬ 
ducer-handler” means any person who: 

(a) Produces milk but receives no milk 
from dairy farmers; and 

(b) Operates a route extending into 
the marketing area. 

§ 975.12 Pool plant. “Pool plant” 
means a plant designated pursuant to 
§ 975.30. 

§ 975.13 Nonpool plant. “Nonpool 
plant” means any milk manufacturing 
or processing plant not a pool plant. 

§ 975.14 Other source milk . “Other 
source milk” means all skim milk and 
butterfat received at any pool plant 
other than from producers. 


§ 975.15 Route . “Route” means a 
delivery (including a sale from a plant 
store) of milk, skim milk, buttermilk, 
flavored milk, or flavored milk drink in 
fluid form to a wholesale or retail 
stop(s), including any eating place 
where such items are disposed of for 
consumption on or off the premises, 
other than a pool plant (s) or nonpool 
plant (s). 

§ 975.16 Delivery period. “Delivery 
period” means the calendar month or the 
total portion thereof during which this 
part is in effect. 

§ 975.17 Eligible milk. “Eligible milk” 
means the amount of milk received by a 
handler from a producer during each of 
the delivery periods of April through 
June which is not in excess of such pro¬ 
ducer’s daily average quota computed 
pursuant to § 975.65 multiplied by the 
number of days in such delivery period 
on which such producer delivered milk 
to such handler: Provided, That with 
respect to any producer on “every-other- 
day” delivery to a pool plant, the days 
of non-delivery shall be considered as 
days of delivery for purposes of this 
section and of § 975.65. 

§ 975.18 Ineligible milk . “Ineligible 
milk” means the amount of milk re¬ 
ceived by a handler from a producer 
during each of the delivery periods of 
April through June which is in excess of 
eligible milk received from such pro¬ 
ducer during such delivery period, and 
shall include all milk received from a 
producer for whom no daily average 
quota can be computed pursuant to 
§ 975.65. 

MARKET ADMINISTRATOR 

§ 975.20 Designation . The agency for 
the administration of this pact shall be 
a market administrator, selected by the 
Secretary, who shall be entitled to such 
compensation as may be determined by, 
and shall be subject to removal at the 
discretion of, the Secretary. 

§ 975.21 Powers. The market admin¬ 
istrator shall have the following powers 
with respect to this pact: 

(a) To administer its terms and pro¬ 
visions; 

(b) To make rules and regulations to 
effectuate its terms and provisions; 

(c) To receive, investigate, and report 
to the Secretary complaints of viola¬ 
tions; and 

(d) To recommend amendments to 
the Secretary. 

§ 975.22 Duties . The market admin¬ 
istrator shall perform all duties neces¬ 
sary to administer the terms and provi¬ 
sions of this part, including, but not 
limited to, the following: 

(a) Within 30 days following the date 
on which he enters upon his duties, or 
such lesser period as may be prescribed 
by the Secretary, execute and deliver to 
the Secretary a bond, effective as of the 
date on which he enters upon such duties 
and conditioned upon the faithful per¬ 
formance of such duties, in an amount 
and with surety thereon satisfactory to 
the Secretary; 

(b) Employ and fix the compensation 
of such persons as may be necessary to 


enable him to administer its terms and 
provisions; 

(c) Obtain a bond in a reasonable 
amount and with reasonable surety 
thereon covering each employee who 
handles funds entrusted to the market 
administrator; 

(d) Pay, out of funds provided by 
§ 975.86; 

(1) The cost of his bond and of the 
bonds of his employees; 

(2) His own compensation; and 

(3) All other expenses, except those 
incurred under § 975.87, necessarily in¬ 
curred by him in the maintenance and 
functioning of his office in the perform¬ 
ance of his duties; 

(e) Keep such books and records as 
will clearly reflect the transactions pro¬ 
vided for in this part, and, upon request 
by the Secretary surrender the same to 
such other person as the Secretary may 
designate; 

(f) Publicly announce, unless other¬ 

wise directed by the Secretary, by post¬ 
ing in a conspicuous place in his office 
and by such other means as he deems 
appropriate, the name of any person who 
within 10 days after the day upon which 
he is required to perform such acts, has 
not made (1) reports pursuant to 
§ 975.40, or <2) payments pursuant to 
§§ 975.80, 975.84, 975.86. 975.87, or 

§ 975.88; 

(g) Submit his books and records to 
examination by the Secretary and fur¬ 
nish such information and reports as 
may be requested by the Secretary; 

(h) Upon request, supply on or before 
the 25th day after the end of each de¬ 
livery period to each cooperative asso¬ 
ciation not a handler with respect to 
producers whose membership in such 
cooperative association has been verified 
by the market administrator, a record 
of the pounds of milk received by each 
handler from member producers and the 
class utilization of such milk. For the 
purpose of this report such member milk 
shall be prorated to each class in the 
proportions that the total receipts of 
milk from producers by such handler 
were classified in each class; 

(i) Audit all reports and payments by 
each handler by inspection of such han¬ 
dler’s records and of the records of any 
other handler or nonhandler upon whose 
utilization the classification of skim milk 
and butterfat for such handler depends; 

(j) Publicly announce, by posting in a 
conspicuous place in his office and by 
such other means as he deems appropri¬ 
ate, the prices determined for each de¬ 
livery period as follows: 

(1) On or before the 6th day after the 
end of such delivery period the minimum 
prices for Class I, Class n, and Class in 
milk computed pursuant to §§ 975.61, 
975.62, and 975.63, respectively. 

(2) On or before the 14th day after 
the end of such delivery period the uni¬ 
form price computed pursuant to 
§ 975.73, and for April, May, and June the 
price for eligible milk and the price for 
ineligible milk, computed pursuant to 
§§ 975.74 and 975.75, respectively, and the 
butterfat differential computed pursu¬ 
ant to § 975.82; 

(k) On or before April 1 of each year 
provide written notice to: (1) Each pro¬ 
ducer who made deliveries of pflik dur- 
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ing the previous October through 
December as to his daily average quota 
computed pursuant to § 975.65, (2) each 
cooperative association as to the daily 
average quota of each member of such 
association, and (3) each handler as to 
the daily average quota of each producer 
from whom such handler received milk; 
and 

(1) Prepare and disseminate to the 
public such statistics and information as 
he deems advisable and as do not reveal 
confidential information. 

POOL PLANT 

§ 975.30 Designation. A pool plant 
shall be any plant meeting the conditions 
of paragraph (a) or (b) of this section, 
except a bottling plant operated by a 
producer-handler, or the plant of a han¬ 
dler exempted in § 975.90: 

(a) Any plant at which milk is bottled 
and from which milk, skim milk, butter¬ 
milk, flavored milk, or flavored milk 
drinks is distributed in fluid form during 
the month on routes operated wholly or 
partially within the marketing area: 
Provided. That the total quantity dis¬ 
tributed during the month on all routes 
operated inside or outside the marketing 
area is equal to 50 percent or more of the 
receipts from producers or from other 
plants of milk approved by the appropri¬ 
ate health authority for fluid use; or 

(b) Any plant which, having the ap¬ 
proval of the appropriate health au¬ 
thority in the marketing area, has during 
the month furnished to a pool plant(s) 
described in paragraph (a) of this sec¬ 
tion an amount of milk equal to 30 per¬ 
cent of its dairy farm supply of milk: 
Provided. That such plant shall continue 
to be designated as a pool plant for such 
consecutive succeeding months as the 30 
percent average is maintained: And 
\provided further , That if during the pe¬ 
riod of August through January such 
plant has furnished to a pool plant(s) 
described in paragraph (a) of this sec¬ 
tion 30 percent of its total dairy farm 
supply during such period such plant 
shall, upon written application to the 
market administrator on or before Jan¬ 
uary 31 of any year, be designated as a 
pool plant through January 31 of the 
following year. 

All pool plants operated by a handler 
may be considered as one plant for the 
purpose of meeting the percentage re¬ 
quirements of this paragraph if the han¬ 
dler submits a written request to the 
market administrator prior to the de¬ 
livery period for which such considera¬ 
tion is requested. 

§ 975.31 Replacement. A plant which 
replaces a pool plant shall acquire im¬ 
mediately the pool plant status of the 
replaced plant if the operator thereof 
shows to the satisfaction of the market 
administrator that 50 percent or more 
of the dairy farmers delivering milk to 
it previously had been producers at the 
pool plant so replaced. 

§ 975.32 Discontinuance . A plant 
shall be discontinued as a pool plant 
upon prior written request made by the 
plant operator; such discontinuance to 
be effective at the beginning of the first 
delivery period (following the market 


administrator’s receipt of such request)' 
within which no milk was furnished by 
such plant to a pool plant described in 
§ 975.30 (a). 

REPORTS, RECORDS, AND FACILITIES 

§ 975.40 Reports of receipts and uti¬ 
lization. On or before the 8th day after 
the end of each delivery period, each 
handler, except a produce-handler, shall 
report to the market administrator with 
respect to, (a) all milk received from 
producers, (b) all skim milk and butter- 
fat in any form received from other han¬ 
dlers. and (c) all other source milk (ex¬ 
cept any nonfluid milk product disposed 
of in the same form as received) re¬ 
ceived at a pool plant: 

(1) The quantities of butterfat and 
quantities of skim milk contained in (or 
used in the production of) such receipts 
and their sources and for the delivery 
periods of April through June, the ag¬ 
gregate quantities of eligible milk; 

(2) The utilization of such receipts; 
and 

(3) Such other information with re¬ 
spect to such receipts and utilization as 
the market administrator may prescribe. 

§ 975.41 Other reports, (a) Each 
producer-handler shall make reports to 
the market administrator at such time 
and in such manner as the market ad¬ 
ministrator may request. 

(b) On or before the 25th day after 
the end of each delivery period, each 
handler who received milk from pro¬ 
ducers shall submit to the market ad¬ 
ministrator his producer payroll for the 
delivery period, which shall show: 

(1) For the delivery periods of July 
through March, the pounds of milk, and 
the percentage of butterfat contained 
therein, received fom each producer; 
and for the delivery periods of April 
through June, the pounds of eligible milk 
and the pounds of ineligible milk, and 
the percentage of butterfat contained 
therein, received from each producer; 

(2) The amount and date of payment 
to each producer (or to a cooperative 
association not a handler which is au¬ 
thorized to collect payment for the milk 
of such producer); and 

(3) The nature and amount of each 
deduction or charge involved in the pay¬ 
ments referred to in subparagraph (2) 
of this paragraph. 

§ 975.42 Records and facilities. Each 
handler shall maintain, and make avail¬ 
able to the market administrator during 
the usual hours of business, such ac¬ 
counts and records of all of his operations 
and such facilities as, in the opinion of 
the market administrator, are necessary 
to verify reports or to ascertain the cor¬ 
rect information with respect to: 

(a) The receipts and utilization of all 
skim milk and butterfat required to be 
reported pursuant to § 975.40 or § 975.41 
(a); 

(b) The pounds of skim milk and but¬ 
terfat contained in or represented by all 
milk, skim milk, cream, and each milk 
product on hand at the beginning and 
at the end of each delivery period; 

(c) The weights and tests for butter¬ 
fat and for other contents of all milk 
and milk products handled; and 


(d) Payments to producers and to 
cooperative associations. 

§ 975.43 Retention of records. All 
books and records required under this 
part to be made available to the market 
administrator shall be retained by the 
handler for a period of three years to 
begin at the end of the calendar month 
to which such books and records per¬ 
tain: Provided. That if, within such 
three-year period, the market adminis¬ 
trator notifies the handler in writing 
that the retention of such books and 
records, or of specified books and rec¬ 
ords, is necessary in connection with a 
proceeding under section 8c (15) (A) of 
the act or a court action specified in 
such notice, the handler shall retain 
such books and records, or specified 
books and records, until further written 
notification from the market adminis¬ 
trator. In either case the market ad¬ 
ministrator shall give further written 
notification to the handler promptly 
upon the termination of the litigation or 
when the records are no longer neces¬ 
sary in connection therewith. 

CLASSIFICATION 

§ 975.50 Skim milk and butterfat to 
be classified. All skim milk and butter¬ 
fat received at a pool plant from any 
source or diverted pursuant to § 975.8 (b) 
or (c) shall be classified pursuant to 
§§ 975.51 through 975.54. 

§ 975.51 Classes of utilization. Sub¬ 
ject to the conditions set forth in 
§§ 975.53 and 975.54, skim milk and but¬ 
terfat described in § 975.50 shall be 
classified by the market administrator 
on the basis of the following classes of 
utilization: 

(a) Class I milk shall be all skim milk 
(including reconstituted skim milk) and 
butterfat (1) disposed of for fluid con¬ 
sumption as milk, skim milk, buttermilk 
(except for livestock feed), flavored milk 
or flavored milk drinks, sweet or sour 
cream, or eggnog, (2) or used to pro¬ 
duce concentrated milk disposed of for 
fluid consumption, or (3) not accounted 
for as Class II or Class III utilization. 

(b) Class II milk shall be all skim milk 
and butterfat (1) used to produce any 
milk product not specified in Class I milk 
or Class III milk; (2) disposed of for 
livestock feed or dumped subject to prior 
notification to and inspection (at his 
discretion) by the market administra¬ 
tor; and (3) in shrinkage of the skim 
milk in producer milk up to 2 percent of 
receipts from producers or in shrinkage 
of other source milk. 

(c) Class m shall be all butterfat used 
to produce butter or contained in shrink¬ 
age of the butterfat in producer milk up 
to 2 percent of receipts from producers. 

§ 975.52 Shrinkage, (a) If producer 
milk is utilized in conjunction with other 
source milk, the shrinkage shall be allo¬ 
cated pro rata between the receipts of 
skim milk and butterfat in producer 
milk and other source milk. 

(b) Producer milk diverted by a han¬ 
dler from his pool plant to another pool 
plant without first having been received 
for purposes of weighing in the diverting 
handler’s pool plant shall be included in 
the receipts at the pool plant to which 
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such milk was diverted for the purpose 
of computing shrinkage and shall be ex¬ 
cluded from the receipts at the diverting 
handler’s pool plant for such purpose. 

§ 975.53 Transfers. Skim milk or 
butterfat transferred from a pool plant 
shall be classified as follows: 

(a) As Class I milk if transferred as 
any item listed in § 975.51 (a) (1) to the 
pool plant of another handler, unless 
utilization in another class is mutually 
indicated in writing to the market ad¬ 
ministrator by both handlers on or before 
the 8th day after the end of the delivery 
period within which such transfer was 
made: Provided , That if either or both 
pool plants have received other source 
milk, such transfers shall be classified by 
the market administrator at both plants 
so as to return the highest-valued class 
utilization to milk of producers: Provided 
further , That if transfers are made from 
a pool plant to more than one other pool 
plant any other source milk involved in 
such transfers shall be prorated by the 
market administrator among the trans¬ 
feree pool plants on the basis of the per¬ 
centage which the other source milk 
transferred bears to the total quantity 
of transfers made pursuant to this sub- 
paragraph from the transferor plant. 

<b) As Class I milk if transferred as 
any item listed in § 975.51 (a) (1) to a 
nonpool plant located more than 265 
miles from the Public Square in Cleve¬ 
land, Ohio, by shortest highway distance 
as determined by the market adminis¬ 
trator. 

<c) As Class I milk if transferred as 
any item listed in § 975.51 (a) (1) to a 
nonpool plant located less than 265 miles 
from the Public Square in Cleveland. 
Ohio, by shortest highway distance as 
determined by the market administrator, 
unless (1) other utilization is mutually 
indicated in writing to the market ad¬ 
ministrator by both the transferring 
handler and the receiver on or before the 
8th day after the end of the delivery 
period within which such transfer was 
made. (2) the receiver maintains books 
and records showing utilization of all 
skim milk and butterfat at his plant 
which Eire made available to the market 
administrator for audit, and (3) such 
receiving plant had actually used not 
less than an equivalent amount of skim 
milk or butterfat in the use indicated in 
such statement: Provided , That if such 
nonpool plant had not actually used an 
equivalent amount of skim milk or but¬ 
terfat in such indicated use, the remain¬ 
ing pounds shall be classified in the next 
lower-priced available class of utilization 
as if the classes of utilization set forth 
in § 975.51 were applicable to such non¬ 
pool plants; or 

(d) As Class I milk if transferred as 
bulk milk to (1) a manufacturer of soup, 
candy or bakery products for use in such 
manufacturing operations, or (2) any 
retail establishment which disposes of 
milk in fluid form. 

§ 975.54 Responsibility of handlers 
and reclassification of milk . (a) AU 

skim milk and butterfat shall be classi¬ 
fied as Class I milk unless the handler 
who first received such skim milk or 
butterfat proves to the market admin¬ 


istrator that such skim milk or butterfat 
should be classified otherwise. 

(b) Any skim milk or butterfat classi¬ 
fied (except that classified pursuant to 
§ 975.53 (b)) in one class shall be re¬ 
classified if used or reused by such han¬ 
dler or by another handler in another 
class. 

§ 975.55 Computation of the skim 
milk and butterfat in each class . For 
each delivery period the market admin¬ 
istrator shall correct for mathematical 
and for other obvious errors the delivery 
period report submitted by each handler 
and compute the total pounds of skim 
milk and butterfat, respectively, in Class 
I milk. Class II milk, and Class III milk 
for such handler. 

§ 975.56 Allocation of butterfat classi¬ 
fied. The pounds of butterfat remaining 
after making the following computations 
shall be the pounds in each class allo¬ 
cated to milk received from producers: 

(a) Subtract from the total pounds 
of butterfat in the specified class the 
pounds of butterfat shrinkage in pro¬ 
ducer milk allowed in classes other than 
Class I pursuant to § 975.51; 

(b) Subtract from the pounds of but¬ 
terfat remaining in each class in series 
beginning with the lowest priced utiliza¬ 
tion the pounds of butterfat received in 
other source milk; 

(c) Subtract from the remaining 
pounds of butterfat in each class the 
pounds of butterfat received from other 
handlers in such classes pursuant to 
§ 975.53; and 

(d) Add to the remaining pounds of 
butterfat in the specified class the 
pounds subtracted pursuant to para¬ 
graph (a) of this section; or if the re¬ 
maining pounds of butterfat in all classes 
exceed the pounds of butterfat in milk 
received from producers, subtract such 
excess from the remaining pounds of 
butterfat in each class in series beginning 
with the lowest-priced utilization. 

§ 975.57 Allocation of skim milk 
classified. Allocate the pounds of skim 
milk in each class to milk received from 
producers In a manner similar to that 
prescribed for butterfat in § 975.56. 

MINIMUM PRICES 

§ 975.60 Basic formula price. The 
basic formula price per hundredweight 
of milk to be used in determining the 
Class I milk price for each delivery 
period, pursuant to § 975.61, shall be the 
highest of the prices per hundredweight 
of milk of 3.5 percent butterfat con¬ 
tent computed by the market adminis¬ 
trator pursuant to paragraphs (a) and 
(b) of this section. 

(a) The average of the basic (or field) 
prices ascertained to have been paid per 
hundredweight for milk of 3.5 percent 
butterfat content received from farm¬ 
ers during the delivery period at the fol¬ 
lowing plants or places for which prices 
have been reported to the market ad¬ 
ministrator by the Department of Agri¬ 
culture or by the companies indicated 
below : 

Company and Location 

Borden Co., Mt. Pleas tant, Mich. 

Borden Co., New London, Wis. 

Borden Co., Orfordville, Wis. 


Carnation Co., Oconomowoc, Wis. 

Carnation Co., Richland Center, Wis. 

Carnation Co., Sparta, Mich. 

Pet Milk Co., Belleville, Wis. 

Pet Milk Co., Coopersville, Mich. 

Pet Milk Co.. Hudson, Mich. 

Pet Milk Co., New Glarus, Wls. 

Pet Milk Co.. Wayland, Mich. 

White House Milk Co., Manitowoc, Wls. 

White House Milk Co., West Bend, Wis. 

<b) The price per hundredweight 
computed by adding together the plus 
amounts pursuant to subparagraphs (1) 
and (2) of this paragraph; 

(1) From the average of the daily 
wholesale selling prices per pound (using 
the midpoint of any price range as one 
price) of Grade A (92-score) bulk 
creamery butter for the delivery period 
as reported by the Department of Agri¬ 
culture for the Chicago market, subtract 
3 cents, add 20 percent of the resulting 
amount and then multiply by 3.5; and 

(2) From the simple average of the 
weighted averages of the carlot prices 
per pound of spray and roller process 
nonfat dry milk solids in barrels for 
human consumption, f. o. b. manufac¬ 
turing plants in the Chicago area, as 
published for the period from the 26th 
day of the immediately preceding de¬ 
livery period through the 25th day of the 
current delivery period by the Depart¬ 
ment of Agriculture, deduct 5.5 cents, 
multiply by 8.5 and then multiply by 
0.965. 

8 975.61 Class I milk prices. The re¬ 
spective minimum prices per hundred¬ 
weight to be paid by each handler, f. o. b. 
his plant for milk received from pro¬ 
ducers or from a pool plant of a co¬ 
operative association, during the delivery 
period which is classified as Class I milk, 
shall be as follows as computed by the 
market administrator: 

(a) Add to the basic formula price 
the following amount for the period 
indicated: 


Delivery period: Amount 

February through July_$1.35 

AU others..- 1.80 


and add or subtract a "supply-demand 
adjustment" computed as follows: 

(i) Divide the total quantity of milk 
received from producers during the first 
and second months preceding the de¬ 
livery period by the gross quantity of 
milk utilized as Class I in the same two 
months, multiply the result by 100, and 
round to the nearest whole number. 
The result shall be known as the "cur¬ 
rent utilization percentage". 

(ii) Compute a "deviation percentage" 
by subtracting from the current utiliza¬ 
tion percentage as computed in subdivi¬ 
sion (i) of this subparagraph, the 
"standard utilization percentage" shown 


below: 

Standard 

Month for which the price Is utilization 
being computed: percentage 

January _'___„ 120 

February__ 127 

March _ 132 

April - 139 

May . 147 

June _ 158 

July _ 162 

August- 149 

September__ 137 

October_ 128 

November_ 120 

December_ 117 





















Tuesday, April 5, 1955 


FEDERAL REGISTER 


2133 


(iii) Determine the amount of the 
suply-demand adjustment from the fol¬ 
lowing schedule: 

Amount of 
supply-demand 
adjustment 


Deviation percentage: {cents) 

+ 13 or over- —25 

+ 10 or +11.- — 19 

+ 7 or +8. -13 

+ 4 or +5- —7 

+ 2 to -2.- 0 

—4 or —5- +7 

—7 or —8_- +13 

— 10 or —11--- -f 19 

— 13 or below_ 4-25 


When the deviation percentage does not 
fall within the tabulated brackets, the 
adjustment shall be determined by the 
adjacent bracket which is the same as 
or nearest to the bracket used in the 
previous month. 

§ 975.62 Class II Milk prices. The 
minimum price per hundredweight to be 
paid by each handler, f. o. b. his plant, 
for producer milk of 3.5 percent butter- 
fat content received from producers or 
from a cooperative association during the 
month, which is classified as Class II 
utilization, shall be the highest of the 
prices computed pursuant to paragraphs 
(a) and (b) of this section: Provided , 
That during April, May. and June 1955 
only the price computed pursuant to 
paragraph (b) of this section shall apply; 

(a) The price per hundredweight com¬ 
puted by adding together the plus values 
pursuant to subparagraphs (1) and (2) 
of this paragraph; 

(1) Multiply the average price of but¬ 
ter as described in § 975.60 (b) (1) by 
1.2 and then 3.5; 

(2) Prom the simple average, as com¬ 
puted by the market administrator of 
the weekly wholesale carlot prices per 
pound (using the midpoint of any price 
range as one price) of roller process non¬ 
fat dry milk solids in barrels for human 
consumption, at Chicago, as reported 
and issued within the month by the 
Department of Agriculture deduct 5.5 
cents and multiply the result by 8.2. 

(b) The average of the prices per 
hundred weight reported to have been 
paid, or to be paid, for milk of 3.5 per¬ 
cent butterfat content received from 
farmers during the month at the follow¬ 
ing plants for which prices have been 
reported to the market administrator: 

Present Operator and Location 

Defiance Milk Products Co.. Defiance. Ohio. 

Fisher Dairy & Cheese Co.. Wapakoneta. 
Ohio. 

Kraft-Phenix Cheese Corp., Kendallville, 
Ind. 

Nestles Milk Products Co., Marysville, 
Ohio. 

Pet Milk Co., Angola. Ind. 

Pet Milk Co., Coldwater. Mich. 

Pet Milk Co., Delta, Ohio. 

Pet Milk Co., Garrett, Ind. 

Pet Milk Co., Hudson. Mich. 

Swirt & Co.. Lima. Ohio. 

§ 975.63 Class III milk prices. For 
any month that the amount per hun¬ 
dredweight determined pursuant to 
§ 975.62 (b) is below the amount deter¬ 
mined under § 975.62 (a), the minimum 
price per pound of butterfat in Class HI 
shall be equal to the value per pound 
No. 66-5 


of butterfat in Class n less an amount 
computed by multiplying the difference 
per hundredweight by 0.2857, but in no 
event to exceed 5 cents per pound of 
butterfat. For any month when the 
average price pursuant to § 975.62 (b) 
is equal to or above the amount deter¬ 
mined under § 975.62 (a) the Class III 
price shall be the same as the Class n 
price. 

§ 975.64 Butterfat differentials to 
handlers . If the average butterfat con¬ 
tent of the milk of any handler allocated 
to any class is more or less than 3.5 per¬ 
cent, there shall be added to the prices 
of milk for each class as computed pur¬ 
suant to §§ 975.61 and 975.62 for each 
one-tenth of one percent that the aver¬ 
age butterfat content of such milk is 
above 3.5 percent, or subtracted for each 
one-tenth of one percent that such aver¬ 
age butterfat content is below 3.5 per¬ 
cent, an amount equal to the average 
daily wholesale price per pound of Grade 
A (92 score) bulk creamery butter per 
pound at Chicago as reported by the De¬ 
partment of Agriculture during the 
month, multiplied by the following fac¬ 
tors: 

(a) Class I milk. Multiply by 1.3, 
and divide the result by 10. 

(b) Class II milk. Multiply by 1.19, 
and divide the result by 10. 

DETERMINATION OF ELIGIBLE MILK QUOTA 

§ 975.65 Determination of eligible 
milk quota for each producer. Subject 
to the rules set forth in § 975.66, the 
market administrator shall determine 
quotas for producers as follows: During 
each of the delivery periods of April 
through June, inclusive, of each year be¬ 
ginning with 1956, the daily quota of 
each producer whose milk was received 
by a handler(s) on not less than thirty 
(30) days during the immediately pre¬ 
ceding months of October through De¬ 
cember, inclusive, shall be a quantity 
computed by dividing such producer’s 
total pounds of milk delivered in the 
3-month period by the number of days 
from the date of first delivery to the end 
of such 3-month period. 

§ 975.66 Quota rules. (a) An eligible 

milk quota shall apply to deliveries of 
milk by the producer for whose account 
that milk was delivered during the 
quota-forming period; 

(b) Quotas may be transferred during 
the period April through June only by 
notifying the market administrator in 
writing before the last day of any month 
that such quota’ is to be transferred to 
the person named in such notice as fol¬ 
lows: 

(1) In the event of death, retirement, 
or entry into military service of a pro¬ 
ducer the entire quota may be trans¬ 
ferred to a member(s) of such producer’s 
immediate family who carries on the 
dairy operation. 

(2) If a quota is held jointly, and such 
joint holding is terminated on the basis 
of written notice to the market adminis¬ 
trator from the joint holders, the entire 
daily quota may be transferred to one of 
the joint holders, or divided, in accord¬ 
ance with such notice, between the 
former joint holders if they continue 
dairy operations. 


DETERMINATION OF UNIFORM PRICE 

§ 975.70 Computation of value of pro¬ 
ducer milk . Subject to the location ad¬ 
justment provided by § 975.71, the value 
of producer milk received or diverted 
during each delivery period for each han¬ 
dler operating a pool plant and for each 
cooperative association with respect to 
milk for which it is a handler pursuant to 
§ 975.7 (c) shall be a sum of money com¬ 
puted by the market administrator by 
multiplying by the applicable class 
prices, determined pursuant to §§ 975.61, 
975.62 and 975.63 adjusted pursuant to 
§ 975.64, the total combined hundred¬ 
weight of skim milk and butterfat re¬ 
ceived from producers and allocated to 
each class pursuant to §§ 975.56 and 
975.57, and adding together the result¬ 
ing amounts: Provided , That if such 
handler, after subtracting all receipts of 
skim milk and butterfat, respectively, 
other than in milk received from pro¬ 
ducers has a utilization of skim milk or 
butterfat greater than has been ac¬ 
counted for in milk received from pro¬ 
ducers, there shall be added a further 
amount computed by multiplying any 
such excess utilization classified pur¬ 
suant to § 975.56 (d) and the correspond¬ 
ing step of § 975.57 by the applicable 
prices. 

§ 975.71 Location adjustments to han¬ 
dlers. In computing the value of such 
quantities of milk as are received from 
producers at a pool plant and classified 
as Class I milk, there shall be deducted 
the amount of 20 cents per hundred¬ 
weight if the pool plant is located more 
than 60 miles but not more than 74 miles 
from the Public Square in Cleveland. 
Ohio, by the shortest highway distance 
as determined by the market adminis¬ 
trator, and 2 cents additional for each 
additional 14 miles or fraction thereof: 
Provided , That for the purpose of deter¬ 
mining the respective quantities of Class 
I milk subject to the location adjustment, 
each pool handler’s utilization of Class I 
milk during the month shall be allocated 
first to receipts of milk from producers’ 
farms at pool plants as defined in § 975.30 

(a) and then to the receipts of producer 
milk at pool plants as defined in § 975.30 

(b) in the order of their nearness to the 
Public Square in Cleveland, Ohio, by 
shortest highway distance as determined 
by the market administrator. 

§ 975.72 Obligation to the producer- 
settlement fund for other source milk. 
During any delivery period in which the 
total receipts from all producers is more 
than 110 percent of the total Class I 
utilization at all pool plants, any handler 
who receives other source milk during 
the delivery period which is allocated to 
Class I pursuant to § 975.56 or § 975.57 
shall pay to the producer-settlement 
fund an amount equal to the value of 
such milk at the Class I price less the 
value of such milk at the Class II price. 

§ 975.73 Computation of uniform 
price. For each delivery period, the 
market administrator shall compute the 
“uniform price” per hundredweight for 
milk of 3.5 percent butterfat content, 
f. o. b. the marketing area, received from 
producers by: 
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(a) Combining into one total the 
values computed under § 975.70 for all 
handlers who reported pursuant to 
§ 975.40 for such delivery period, except 
those in default in payments required 
pursuant to § 975.84 for the preceding 
delivery period; 

(b) Adding an amount representing 
the monies received in payment of obli¬ 
gations computed under § 975.72; 

(c) Adding the aggregate of the values 
of all allowable location adjustments 
computed at the maximum rates for the 
appropriate zones set forth in § 975.81; 

(d) Adding an amount representing 
not less than one-half of the unobli¬ 
gated balance in the producer-settle¬ 
ment fund; 

(e) Subtracting, if the weighted aver¬ 
age butterfat test of all milk received 
from producers represented by the values 
included in paragraph (a) of this section 
is greater than 3.5 percent or adding, if 
the weighted average butterfat test of 
such milk is less than 3.5 percent, an 
amount computed by multiplying the 
total pounds of butterfat represented 
by the variance of such weighted aver¬ 
age butterfat test from 3.5 percent, by 
the butterfat differential computed pur¬ 
suant to 8 975.82 multiplied by 10; 

(f) Dividing by the hundredweight of 
milk received from producers represent¬ 
ed by the values included in paragraph 

(a) of this section; and 

(g) Subtracting not less than 4 cents 
nor more than 5 cents. 

§ 975.74 Computation of ineligible 
milk price. For each of the delivery 
periods of April through June the mar¬ 
ket administrator shall compute the uni¬ 
form price per hundredweight for in¬ 
eligible milk of 3.5 percent butterfat 
content by: 

(a) Computing the total value on a 
3.5 percent butterfat basis of Ineligible 
milk included in these computations by 
multiplying the hundredweight of such 
milk not in excess of the total quantity 
of Class n and Class III milk included 
in these computations by the price for 
Class II milk of 3.5 percent butterfat 
content, multiplying the hundredweight 
of such milk in excess of the total hun¬ 
dredweight of such Class n and Class III 
milk by the price for Class I milk of 
3.5 percent butterfat content, and add¬ 
ing together the resulting amounts; and 

(b) Dividing the total value of in¬ 
eligible milk obtained in paragraph (a) 
of this section by the total hundred¬ 
weight of such milk, and adjusting to 
the nearest cent. 

8 975.75 Computation of eligible milk 
price. For each of the delivery periods 
of April through June the market ad¬ 
ministrator shall compute the uniform 
price per hundredweight for eligible milk 
of 3.5 percent butterfat content f. o. b. 
the marketing area, received from pro¬ 
ducers by; 

(a) Subtracting the value of ineligible 
milk obtained in § 975.74 (a) from the 
aggregate value of milk computed pur¬ 
suant to § 975.73 (a) through (c) and 
adjusting by any amount involved in 
adjusting the uniform price of ineligible 
milk to the nearest cent; 

(b) Dividing the amount obtained in 
paragraph (a) of this section by the 
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total hundredweight of eligible milk in¬ 
cluded in these computations; and 

(c) Subtracting not less than 4 cents 
nor more than 5 cents from the amount 
computed pursuant to paragraph (b) 
of this section, 

§ 975.76 Notification. On or before 
the 14th day after each delivery period 
the market administrator shall notify 
each handler who submitted a report for 
the preceding month pursuant to 
§ 975.40 of: 

(a) The classification pursuant to 
88 975.56 and 975.57 of skim milk and 
butterfat contained in producer milk re¬ 
ceived by such handler during the de¬ 
livery period and the value of such milk 
computed pursuant to § 975.70; 

(b) The uniform prices for the deliv¬ 
ery period computed pursuant to 
§§ 975.73, 975.74, and 975.75; and 

<c) The amount due such handler 
pursuant to § 975.85 and the amount to 
be paid by such handler pursuant to 
§§ 975.84, 975.86, and 975.87. 

PAYMENTS 

8 975.80 Time and method of pay¬ 
ment. <a) Except as provided by para¬ 
graph (b) of this section, on or before 
the 20th day after the end of each deliv¬ 
ery period, each handler shall pay each 
producer for milk received from him 
within such delivery period, not less than 
an amount of money computed by multi¬ 
plying the total pounds of such milk by 
the uniform price (s) pursuant to 8 975.73 
or to §§ 975.74 and 975.75, less the loca¬ 
tion adjustment pursuant to § 975.81 and 
adjusted by the butterfat differential 
pursuant to 8 975.82; Provided , That if 
by such date such handler has not re¬ 
ceived full payment for such delivery 
period pursuant to 8 975.85 he may re¬ 
duce such payments uniformly per hun¬ 
dredweight for all producers, by an 
amount not in excess of the per hundred¬ 
weight reduction in payment from the 
market administrator; however, the han¬ 
dler shall make such balance of payment 
to those producers to whom it is due on 
or before the date for making payments 
pursuant to this paragraph next follow¬ 
ing that on which such balance of pay¬ 
ment is received from the market 
administrator. 

(b) On or before the 19th day after the 
end of each delivery period, each handler 
shall pay a cooperative association not 
a handler, with respect to milk of pro¬ 
ducers for which it has received written 
authorization to collect payment, a total 
amount not less than the sum of the 
individual amounts otherwise payable to 
such producers pursuant to paragraph 
(a) of this section. 

(c) On or before the 15th day after 
the end of each delivery period, each 
handler shall pay a cooperative associa¬ 
tion which is a handler, with respect to 
milk received by him from a pool plant 
operated by such cooperative association, 
not less than an amount computed by 
multiplying the minimum prices for milk 
in each class, subject to the applicable 
location adjustment provided by § 975.71 
and the butterfat differential provided 
by § 975.64, by the hundredweight of milk 
in each class pursuant to §§ 975.56 and 
975.57. 


8 975.81 Location adjustments to pro¬ 
ducers. In making payments pursuant 
to paragraphs (a) and (b) of § 975.80, a 
handler may deduct 20 cents per hun¬ 
dredweight with respect to all milk re¬ 
ceived from producers during the months 
of July through March and with respect 
to eligible milk received from producers 
at a plant located more than 60 miles but 
not more than 74 miles from the Public 
Square in Cleveland, Ohio, by the short¬ 
est highway distance as determined by 
the market administrator, and 2 cents 
additional for each additional 14 miles or 
fraction thereof. 

8 975.82 Butterfat differential. In 
making payments pursuant to para¬ 
graphs (a) and (b) of 8 975.80 there shall 
be added to or subtracted from, the uni¬ 
form price per hundredweight, for each 
one-tenth of 1 percent of such butterfat 
content in milk above or below 3.5 per¬ 
cent, as the case may be, a butterfat 
differential computed by the market 
administrator as follows: 

(a) Determine an equivalent butterfat 
differential for Class in milk by sub¬ 
tracting from the price per pound of 
butterfat in Class in the value per 
pound of skim milk in Class H, dividing 
the result by 10, and rounding the result 
to the nearest tenth of a cent. 

(b) Compute the average of the but¬ 
terfat differentials determined pursuant 
to paragraphs (a) and (b) of § 975.64 
and paragraph (a) of this section 
weighted by the pounds of butterfat in 
producer milk in Classes I, n, and nr, 
respectively, and round the result to the 
nearest tenth of a cent. 

8 975.83 Producer-settlement fund. 
The market administrator shall estab¬ 
lish and maintain a separate fund, 
known as the “producer-settlement 
fund,” into which he shall deposit all 
payments made pursuant to § 975.84 and 
out of which he shall make all payments 
pursuant to § 975.85. 

8 975.84 Payments to the producer - 
settlement fund. On or before the 16th 
day after the end of each delivery pe¬ 
riod, each handler (a) whose value of 
producer milk is required to be computed 
pursuant to § 975.70, shall pay to the 
market administrator any amount by 
which such value for such delivery period 
is greater than the total minimum 
amount required to be paid by him pur¬ 
suant to paragraphs (a) and (b) of 
§ 975.80 and (b) whose obligation is re¬ 
quired to be computed pursuant to 
§ 975.72, shall pay to the market admin¬ 
istrator such obligation for such delivery 
period. 

8 975.85 Payments out of the pro¬ 
ducer-settlement fund. On or before 
the 18th day after the end of each de¬ 
livery period, the market administrator 
shall pay to each handler the amount by 
which such handler’s value pursuant to 
§ 975.70 is less than the total minimum 
amount required to be paid by him pur¬ 
suant to paragraphs (a) and (b) of 
§ 975.80 less any unpaid obligations of 
such handler to the market administra¬ 
tor pursuant to §8 975.84, 975.86, 975.87, 
or 975.88: Provided , That if the balance 
in the producer-settlement fund is in¬ 
sufficient to make all payments to all 
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such handlers pursuant to this para¬ 
graph, the market administrator shall 
reduce uniformly such payments and 
shall complete such payments as soon as 
the necessary funds become available. 

§ 975.86 Expense of administration . 
As his pro rata share of the expense in¬ 
curred pursuant to paragraph (d) of 
§ 975.22, each handler shall pay the 
market administrator on or before the 
16th day after the end of each delivery 
period, three cents per hundredweight, 
or such lesser amount as the Secretary 
may from time to time prescribe, to be 
announced by the market administrator 
on or before the 14th day after the end of 
such delivery period, with respect to all 
receipts within the delivery period, of 
milk from producers at pool plants (in¬ 
cluding such handler’s own production) 
and of all other source milk allocated 
to Class I pursuant to § 975.56 (b) and 
the corresponding portion of § 975.57: 
Provided , That such payment shall not 
be made with respect to any milk subject 
to a payment required under the pro¬ 
vision for expense of administration of 
any other Federal milk marketing agree¬ 
ment or order issued pursuant to the 
act for any fluid milk marketing area. 

§ 975.87 Marketing services, (a) Ex¬ 
cept as set forth in paragraph (b) of this 
section each handler in making payments 
to producers pursuant to paragraphs (a) 
and (b) of § 975.80, with respect to all 
milk received from each producer (except 
milk of such handler’s own production) 
at a plant, not operated by a cooperative 
association of which such producer is a 
member, shall deduct four cents per hun¬ 
dredweight, or such lesser amount as the 
Secretary may from time to time pre¬ 
scribe, to be announced by the market 
administrator on or before the 14th day 
after the end of each delivery period; 
and, on or before the 16th day after the 
end of such delivery period, shall pay 
such deductions to the market adminis¬ 
trator. Such moneys shall be expended 
by the market administrator to verify 
weights, samples, and tests of the milk of 
such producers and to provide such pro¬ 
ducers with market information; such 
services to be performed in whole or in 
part by the market administrator, or by 
an agent engaged by and responsible to 
him. 

<b) In the case of producers whose 
milk is received at a plant, not operated 
by a cooperative association of which 
such producers are members, and for 
whom a cooperative association is actu¬ 
ally performing the services described in 
paragraph (a) of this section, as deter¬ 
mined by the market administrator, each 
handler shall make, in lieu of the deduc¬ 
tions specified in paragraph (a) of this 
section such deductions from payments 
required pursuant to paragraphs (a) and 
(b) of § 975.80 as may be authorized by 
such producers, and pay such deductions 
on or before the 16th day after the end 
of each delivery period to the coopera¬ 
tive association rendering such services 
of which such producers are members. 

§ 975.88 Adjustment of accounts —(a) 
Payments . Whenever audit by the mar¬ 
ket administrator of any handler’s re¬ 
ports, books, records, or accounts dis¬ 


closes adjustments to be made, for any 
reason, which result in monies due (1) 
the market administrator from such 
handler, (2) such handler from the mar¬ 
ket administrator, or (3) any producer 
or cooperative association from such 
handler, the market administrator shall 
promptly notify such handler of any 
such amount due, and payment thereof 
shall be made on or before the next date 
for making payment set forth in the 
provision under which such error oc¬ 
curred, following the 5th day after such 
notice. 

(b) Overdue accounts. Any unpaid 
obligation of a handler or of the market 
administrator pursuant to §§ 975.84, 
975.85, 975.86, 975.87 or paragraph (a) 
of this section shall be increased one- 
half of one percent on the first day of 
the calendar month next following the 
due date of such obligation and, on the 
first day of each calendar month there¬ 
after until such obligation is paid. 

§ 975.89 Termination of obligations. 
The provisions of this section shall apply 
to any obligation under this part for the 
payment of money irrespective of when 
such obligation arose, except an obliga¬ 
tion involved in an action instituted be¬ 
fore August 1,1949, under section 8e (A) 
of the act or before a court. 

(a) The obligation of any handler to 
pay money required to be paid under 
the terms of this part shall, except as 
provided in paragraphs (b) and (c) of 
this section, terminate two years after 
the last day of the calendar month 
during which the market administrator 
receives the handler’s utilization report 
on the milk involved in such obligation, 
unless within such two-year period the 
market administrator notifies the han¬ 
dler in writing that such money is due 
and payable. Service of such notice shall 
be complete upon mailing to the han¬ 
dler’s last known address, and it shall 
contain but need not be limited to, the 
following information; 

(1) The amount of the obligation; 

(2) The month(s) during which the 
milk, with respect to which the obliga¬ 
tion exists, was received or handled; and 

(3) If the obligation is payable to one 
or more producers or to an association 
of producers; the name of such pro¬ 
ducer^) or association of producers, or 
if the obligation is payable to the market 
administrator, the account for which it 
is to be paid. 

(b) If a handler fails or refuses, with 
respect to any obligation under this part, 
to make available to the market ad¬ 
ministrator or his representatives all 
books and records required by this part 
to be made available, the market ad¬ 
ministrator may, within the two-year 
period provided for in paragraph (a) of 
this section, notify the handler in writ¬ 
ing of such failure or refusal. If the 
market administrator so notifies a han¬ 
dler, the said two-year period with re¬ 
spect to such obligation shall not begin 
to run until the first day of the calendar 
month following the months during 
which all such books and records per¬ 
taining to such obligation are made 
available to the market administrator 
or his representatives. 


(c) Notwithstanding the provisions of 
paragraphs (a) and (b) of this section, 
a handler’s obligation under this part 
to pay money shall not be terminated 
with respect to any transaction involv¬ 
ing fraud or willful concealment of a 
fact, material to the obligation, on the 
part of the handler against whom the 
obligation is sought to be imposed. 

(d> Any obligation on the part of the 
market administrator to pay a handler 
any money which such handler claims to 
be due him under the terms of this part 
shall terminate two years after the end 
of the calendar month during which the 
milk involved in the claim was received 
if an underpayment is claimed, or two 
years after the end of the calendar 
month during which the payment (in¬ 
cluding deduction or set-off by the mar¬ 
ket administrator) was made by the 
handler if a refund on such payment 
is claimed, unless such handler, within 
the applicable period of time, files, pur¬ 
suant to section 8c (15) (A) of the act, 
a petition claiming such money. 

§ 975.90. Application of provisions — 

(a) Milk subject to other Federal or¬ 
ders. Milk received at the plant of a 
handler at which the handling of milk 
is fully subject during the delivery pe¬ 
riod to the pricing and payment pro¬ 
visions of another marketing agreement 
or order issued pursuant to the act and 
from which the disposition of Class I 
milk in the other Federal marketing 
area exceeds that in the Cleveland mar¬ 
keting area shall be exempted for such 
delivery period from all provisions of 
this part except §§ 975.41, 975.42. and 
975.43 unless the Secretary determines 
that such plant is more appropriately 
regulated under this part. 

(b) Handler exemption. A handler 
who operates a plant located outside the 
marketing area from which an average 
of less than 300 points (one point being 
defined as one-half pint of cream or one 
quart of any other Class I product) of 
Class I milk per day is disposed of dur¬ 
ing the month on a route (s) operated 
wholly or partly within the marketing 
area. 

(c) Milk caused to be delivered by co¬ 
operative associations. Milk referred to 
herein as received from producers by a 
handler shall include milk of producers 
caused to be delivered to such handler 
by a cooperative association which is not 
a handler and which is authorized to col¬ 
lect payment for such milk. 

§ 975.91 Effective time. The provi¬ 
sions of this part, or of any amendment 
to this part, shall become effective at 
such time as the Secretary may declare 
and shall continue in force until sus¬ 
pended or terminated. 

§ 975.92 Suspension or termination. 
The Secretary shall, whenever he finds 
that this part, or any provision of this 
part, obstructs or does not tend to ef¬ 
fectuate the declared policy of the act. 
terminate or suspend the operation of 
this part or any such provision of this 
part. 

§ 975.93 Continuing obligations . If, 
upon the suspension or termination of 
any or all provisions of this part, there 
are any obligations under this part the 
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final accrual or ascertainment of which 
requires further acts by any person (in¬ 
cluding the market administrator), such 
further acts shall be performed not¬ 
withstanding such suspension or termi¬ 
nation. 

§ 975.94 Liquidation. Upon the sus¬ 
pension or termination of the provisions 
of this part, except this section, the mar¬ 
ket administrator, or such other liqui¬ 
dating agent as the Secretary may 
designate, shall, if so directed by the 
Secretary, liquidate the business of the 
market administrator’s office, dispose of 
all property in his possession or control, 
including accounts receivable, and exe¬ 
cute and deliver all assignments or other 


DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 

[Misc. 64608] 

New Mexico 

REVOCATION OF DEPARTMENTAL ORDER OF 
MAY 20, 1907, RESERVING LANDS FOR THE 
# USE OF THE FOREST SERVICE AS AN AD¬ 
MINISTRATIVE SITE 

March 29,1955. 

Upon request of the Department of 
Agriculture and pursuant to Departmen¬ 
tal Order No. 2583 of August 16, 1950, 
section 2.22 (a), as amended, it is ordered 
as follows: 

The order of the Secretary of the In¬ 
terior of May 20. 1907, reserving the fol¬ 
lowing-described lands for use of the 
Forest Service, Department of Agricul¬ 
ture, as a ranger station (now Negrite 
Addition Administrative Site), is hereby 
revoked: 

New Mexico Principal Meridian 

T. 9 S., R. 17 W., 

Sec. 36, S*^. unsurveyed. 

The area described contains 320 acres. 
The land is a part of the Gila National 
Forest, having been reserved for such 
use by Executive Order No. 5765 of De¬ 
cember 24, 1931, and shall become sub¬ 
ject to the public-land laws relating to 
national forest lands at 10:00 a. m. on 
the 35th day from the date of this order. 

W. G. Guernsey, 
Acting Director . 

[P. R. Doc. 55-2773; Filed, Apr. 4, 1955; 
8:46 a. m.J 


Alaska 

SMALL TRACT CLASSIFICATION ORDER NO. 50, 
AMDT. 1 AND NOTICE OF OPENING 

March 29, 1955. 

1. Pursuant to authority delegated to 
me by Bureau Order No. 541, dated April 
21, 1954 (19 F. R. 2473), I hereby amend 
Small Tract Classification Order No. 50, 
dated January 18, 1952, to read as fol¬ 
lows: 


instruments necessary or appropriate to 
effectuate any such disposition. If a liq¬ 
uidating agent is so designated all as¬ 
sets, books, and records of the market 
administrator shall be transferred 
promptly to such liquidating agent. If, 
upon such liquidation, the funds on hand 
exceed the amounts required to pay out¬ 
standing obligations of the office of the 
market administrator and to pay neces¬ 
sary expenses of liquidation and distri¬ 
bution, such excess shall be distributed 
to contributing handlers and producers 
in an equitable manner. 

§ 975.95 Agents. The Secretary may, 
by designation in writing, name any of¬ 
ficer or employee of the United States 


to act as his agent or representative in 
connection with any of the provisions 
of this part. 

5 975.96 Separability of provisions. If 
any provision of this part or its appli¬ 
cation to any person or circumstances, 
is held invalid, the application of such 
provision, and of the remaining provi¬ 
sions of this part, to other persons or 
circumstances shall not be affected 
thereby. 

Filed at Washington, D. C., this 31st 
day of March 1955. 

[seal] Roy W. Lennartson, 
Deputy Administrator. 

[F. R. Doc. 55-2766; Filed, Apr. 4, 1955; 
8:45 a. m.J 


NOTICES 


Fairbanks Area; Chena River Unit No. 1 

FOR LEASE AND SALE; FOB RESIDENCE SITES 

Fairbanks Meridian 

T. 1 S.. R. 2 E., 

Section 9: 

Lots 12-29, incl.. 

Lots 33, 34, 39—43, incl. 

Comprising 25 tracts aggregating 
106.29 areas. 

2. The classification of the above- 
described lands as amended by this order 
segregates them from all appropriations, 
including locations under the mining 
laws, except as to applications under the 
Small Tract Act and applications under 
the mineral leasing law's. 

3. The lands are located approximately 
ten miles due east of Fairbanks, Alaska, 
and lie along the south bank of the 
Chena River. The area is reached by 
use of the Richardson Highway, Badger 
Road, Peede Road, Nordale-Tonseth 
Road, and is located at the end of the 
Freeman Road. The area is situated on 
the Chena River floodplain and is gener¬ 
ally level. Vegetative cover consists of 
mixed stands of spruce and birch on the 
w r ell-drained lands and black-spruce, 
scrub birch, and willow on the imper¬ 
fectly drained lands. Climate is that of 
the extreme continental type character¬ 
ized by long and cold winters with short 
days and short and rather warm sum¬ 
mers with very long days. The average 
annual rainfall at Fairbanks is 11.82 
inches with approximately two-thirds 
of the annual precipitation falling dur¬ 
ing the growing season. Utilities and 
public services available to the area in¬ 
clude the public roads previously men¬ 
tioned and an electric distribution 
system operated by the Golden Valley 
Electric Asociation, an REA Cooperative. 
The area is within the Fairbanks Inde¬ 
pendent School District and bus service 
is available for the transportation of 
children to and from school. Stores, 
churches, and other public services are 
available in Fairbanks. 

4. The individual tracts vary in size 
from 2.50 to 5.10 acres. The supple¬ 
mental plat of survey showing the loca¬ 
tion of each tract can be secured for $1.00 
from the Area Cadastral Engineering 


Office, Bureau of Land Management, 
Juneau, Alaska. Brochures which de¬ 
scribe the area and contain sketch maps 
of the platting of the small tracts can be 
obtained free of charge from the Man¬ 
ager, Fairbanks Land Office, Fairbanks, 
Alaska. The appraised values of the 
tracts vary from $125 to $425 per tract 
as shown below. Rights-of-way, 50 feet 
in width, for road purposes will be re¬ 
served as shown below. 


Chena River Area No. 1 (Fairbanks Area) 

AITItA J8 AL SCHEDULE 


Official 
description < 

Acre¬ 

age 

Ad- 
van oo 
rental 
(2 

years) 

Easements 
(50 feet) 

Ap¬ 
praise l 
value 

Fairbanks Merid¬ 
ian, T. 1 8., It. 

2 K., See. 9: 

Lot 12 and 1.1_ 

4. 48 

$35.00 

None_ 

$325.00 

14 and 15.— 

4.35 

35.00 

K . 

325.00 

J« . 

3.55 

30.00 

8 A W_.__ 

300.00 

17_ 

4.38 

35.00 

N AE . 

325.00 
300.00 
325.00 

18_ 

3.37 

30.00 

E._ 

19. 

4.89 

35.00 

8 A W_.._ 

20. 

4.99 

35.00 

8 A K. 

350. (X) 

21__ 

5.00 

26.00 

W 

250. (XI 
250. (XI 

22. 

5.00 

25.00 

N A E— 

23. 

A 00 

25. 00 

E 

250. (X) 
250. (X) 
800. CX) 
2W.0O 

24.. 

A 00 

25.00 

w. 

25. 

A 00 

30. 00 

None 

28. 

A 00 

25.00 

W_ 

27. 

5.00 

25.00 

25.00 

E 

250. (X) 
250.00 
250.00 

WH28 . 

2.50 

8 s 

F.J4 28. 

2.50 

25.00 

8 A K *_ 

NV* 29. . 

2 50 

25. Of) 

SAW 

250.00 

8)* 2 9. 

2.50 

25.00 

N A W *„ 

250.00 

33. 

4.64 

45.00 

N « _ 

425.00 

34 . 

4.93 

35.00 

W - 

350. (X) 

39 .. 

4.88 

35. (X) 

W. 

350. <XJ 

40 . 

2 50 

15.00 

8 A W _ 

125.00 

41 .. 

4 88 

35.00 

8 . 

350. (X) 

42 __ 

4.35 

35.00 

8 ... 

aw. 00 
350.00 

43 . 

A 10 

36.00 

8. 




* From Supplemental Plat of Survey—Official Lot. 

1 Subject to 50-foot easement for existing public high¬ 
way. (Freeman Hoad.) 


5. Leases will be issued for a term of 
two years and will contain an option to 
purchase in accordance with 43 CFR 
257.13 (Circular 1899). Lessees who 
comply with the general terms and con¬ 
ditions of their leases will be permitted to 
purchase their tracts at the prices listed 
above at any time during the term of 
their leases providing that they have 
either (a) constructed the improvements 
specified in paragraph 6 or (b) filed a 
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copy of an agreement in accordance with 
43 CFR 257.13 (d). Leases will not be 
renewable unless failure to construct the 
required improvements is justified under 
the circumstances and nonrenewal would 
work an extreme hardship on the lessee. 

6. To maintain their rights under their 
leases, lessees will be required to either 

(a) construct substantial improvements 
on their lands or (b) file a copy of an 
agreement with their neighbors binding 
them to construct substantial improve¬ 
ments on their lands. Such improve¬ 
ments must conform with health, sani¬ 
tation, and construction requirements of 
local ordinances and must, in addition, 
meet at least the following minimum 
standards. The home must be insulated 
and be suitable for year-around occu¬ 
pancy, be on a permanent foundation, 
contain at least 192 square feet of floor 
space (outside measure), and contain a 
minimum of one door and one window. 
The home must be built in a workman¬ 
like manner out of attractive materials 
properly finished. Adequate disposal and 
sanitary facilities must be installed. 

7. Beginning at 10:00 a. m. on April 13, 
1955, the lands will be open to filing of 
drawing-entry cards (Form 4-775) only 
by persons entitled to veterans’ prefer¬ 
ence. In brief, persons entitled to such 
preference are (a) honorably discharged 
veterans who served in the armed forces 
of the United States for a period of at 
least 90 days after September 15, 1940, 

(b) surviving spouse or minor orphan 
children of such veterans through a 
legally authorized representative, and 

(c) with the consent of the veteran, the 
spouse of living veterans. The 90-day 
requirement does not apply to veterans 
who were discharged on account of 
wounds or disability incurred in the line 
of duty or the surviving spouse or minor 
children of veterans killed in the line of 
duty. Drawing-entry cards (Form 4- 
775) are available upon request from the 
Manager, Fairbanks Land Office, Fair¬ 
banks, Alaska. 

Drawing-entry cards will be accepted 
if filled out in compliance with the in¬ 
structions on the form and submitted to 
the above named official prior to 10:00 
a. m. on May 4, 1955. A drawing will be 
held on that date to select the successful 
entrants who will be sent copies of the 
lease form. Form 4-776, with instructions 
as to their execution and return and as 
to payment of fees and rentals. All en¬ 
trants will be notified of the results of 
the drawing. 

For a period of 91 days or until the 
close of business on August 1, 1955, any 
tracts remaining unappropriated will be 
subject to filing in the order received by 
qualified veteran applicants. Such fil¬ 
ings will be executed upon the lease form, 
Form 4-776. 

During the 21 day period extending 
between 10:00 a. m. on July 12, 1955 
and August 2, 1955. drawing-entry cards 
w r ill be accepted from the general public 
on any unappropriated parcels of the 
subject land, however, during this 21 day 
period veteran priority rights still pre¬ 
vail. a drawing will be held at 10:00 
a. m. on August 2, 1955 to select success¬ 
ful entrants, after which the unappro¬ 
priated portions of the subject land will 
be open to application under this clas¬ 


sification in order of filing. All entrants 
will be notified of the results of the draw¬ 
ing and successful entrants will be sent 
copies of the lease forms with instruc¬ 
tions as to their execution. 

The filing of the lease form. Form 
4-776, must be accompanied by a filing 
fee of $10.00 plus the advance rental 
specified above. The advance rental is 
determined as being a sum which 
amounts to l/20th of the appraised value 
of the land for each of two years under 
lease and rounded to the nearest five 
dollars. The advance rental for any 
unexpired full lease year, if any, subse¬ 
quent to the filing of the application to 
purchase, will be subtracted from the 
sale price of the land as shown above. 
Failure to transmit the filing fee and 
the advance rental with the application 
will render the application invalid. Ad¬ 
vance rentals will be returned to unsuc¬ 
cessful applicants. All filing fees will be 
retained by the United States. 

8. All valid applications filed prior to 
January 18, 1952, will be granted the 
preference right provided for by 43 CFR 
257.5 (a). 

Lowell M. Puckett, 
Area Administrator . 

IP. R. Doc. 55-2774; Piled, Apr. 4. 1955; 

8:46 a. m.) 


DEPARTMENT OF COMMERCE 

Federal Maritime Board 

Bank Line, Ltd., et al. 

NOTICE OF AGREEMENTS FILED FOR APPROVAL 

Notice 1s hereby given that the follow¬ 
ing described agreements have been filed 
with the Board for approval pursuant to 
section 15 of the Shipping Act, 1916. as 
amended; 39 Stat. 733, 46 U. S. C. 814. 

(1) Agreement No. 6180-C, between 
The Bank Line, Ltd.; Prince Line, 
Limited; Ellerman & Bucknall Steamship 
Co., Ltd.; et al., provides for the cancel¬ 
lation of Agreement No. 6180, as 
amended, which covers the rationaliza¬ 
tion of sailings in the trade from United 
States Atlantic Coast ports to the Philip¬ 
pine Islands, China (including Man¬ 
churia), Hong Kong, and Darien 
(Manchukuo). 

(2) Agreement No. 8019 between two 
freight forwarders, Lep International, 
Inc. of New York and R. G. Hobelmann 
& Company, a Baltimore concern, under 
which the latter company will perform 
forwarding and other work for Lep 
International, Inc., at Baltimore. 

(3) Agreement No. 8021 between two 
freight forwarders, S. A. Innocente 
Mangili Adriatica Incorporated of New 
York and R. G. Hobelmann & Company, 
a Baltimore concern, under which the 
latter company will perform forwarding 
and other work for the former, at 
Baltimore. 

(4) Agreement No. 8022 between two 
freight forwarders, Lep Transport In¬ 
corporated of New York and R. G. 
Hobelmann & Company, a Baltimore 
concern, under which the latter company 
will perform forwarding and other work 
for Lep Transport, at Baltimore. 

Interested parties may inspect these 
agreements and obtain copies thereof at 


the Regulation Office. Federal Maritime 
Board, Washington, D. C., and may sub¬ 
mit, within 20 days after publication of 
this notice in the Federal Register, 
written statements with reference to any 
of the agreements and their position as 
to approval, disapproval, or modification, 
together with request for hearing should 
such hearing be desired. 

Dated: March 31, 1955. 

By order of the Federal Maritime 
Board. 

[seal] Geo. A. Viehmann, 

Assistant Secretary. 

[F. R. Doc. 55-2793; Filed, Apr. 4, 1955; 

8:49 a. m.] 


DEPARTMENT OF AGRICULTURE 

Office of the Secretary 

Utah 

disaster assistance; delineation and 

CERTIFICATION OF ADDITIONAL COUNTIES 

CONTAINED IN DROUGHT AREAS 

Pursuant to Public Law 875, 81st Con¬ 
gress (42 U. S. C. 1855 et seq.)»the Presi¬ 
dent determined on October 19, 1954 
that a major disaster occasioned by 
drought existed in the State of Utah. 

Pursuant to the authority delegated to 
me by the Administrator. Federal Civil 
Defense Administration (18 F. R. 4609; 
19 F. R. 2148; 19 F. R. 5364), and for the 
purposes of section 2 (d) of Public Law 
38, 81st Congress, as amended by Public 
Law 115, 83d Congress, and section 301 
of Public Law 480, 83d Congress, certain 
counties in the State of Utah were, on 
October 19, 1954 (19 F. R. 7119), as 
amended (19 F. R. 8635; 20 F. R. 992 >, 
determined to be the areas a flee ted by 
the major disaster by drought. 

Pursuant to the aforesaid delegations, 
the Delineations and Certifications of 
Counties in the Drought Area in the 
State of Utah, as above described, are 
herewith amended by adding Rich 
County on March 7, 1955, to the major 
disaster area occasioned by drought. 

Done at Washington, D. C. this 30th 
day of March 1955. 

[seal! True D. Morse, 

Acting Secretary of Agriculture. 

(F. R. Doc. 55-2777; Filed, Apr. 4. 195$; 

8:47 a. m.) 


CIVIL AERONAUTICS BOARD 

(Reg. SR-380A] 

Reeve Aleutian Airways, Inc. 

SPECIAL CIVIL AIR REGULATION; PILOT 
FLIGHT TIME LIMITATIONS 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D. C., 
on the 31st day of March 1955. 

Reeve Aleutian Airways, Inc. (RAA), 
has filed a request for the extension of 
the authority granted by Special Civil 
Air Regulation SR-380 which authorizes 
RAA to deviate from the flight time 
limitations of paragraph (a) of § 41.54 
of the Civil Air Regulations over its 
route between Anchorage and Adak, 
Alaska. Special Regulation SRr-380, 
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which expires April 1, 1955, presently 
contains such authorization. RAA has 
been operating in accordance with this 
special regulation since June 1951 and 
has informed the Board that it is well 
suited to its operations. The factors 
which caused the Board to adopt the 
regulation initially are unchanged, and 
the CAA concurs in this extension. 

The Board recognizes that operating 
conditions in Alaska differ in certain 
material respects from those in the con¬ 
tinental United States. Accordingly, 
this regulation allows a certain amount 
of flexibility from the pilot flight time 
limitations of Part 41 with certain safe¬ 
guards to insure a high degree of safety. 

This regulation waives the require¬ 
ments of § 41.54 (a) to permit RAA to 
schedule 2 pilots accompanied by a cer¬ 
tificated A & E mechanic to fly, without 
a rest period, not more than 8 hours and 
30 minutes between Anchorage and 
Adak dyring any 24 consecutive hours. 
If a pilot is scheduled to fly in excess of 
8 hours and 30 minutes during any 24 
consecutive hours, he must be given an 
intervening rest period at or before the 
termination of 8 hours and 30 minutes of 
such flight duty. This rest period must 
comply with the requirements of 
§ 41.54 (a) and, where a pilot has flown 
in excess of 8 hours and 30 minutes, with 
the requirements of § 41.54 (b). 

It is further provided that a certifi¬ 
cated A & E mechanic, to be eligible for 
flight duty in these operations, must 
meet certain knowledge and skill re¬ 
quirements appropriate to the aircraft 
flown. The Administrator must exam¬ 
ine each such applicant with respect to 
(1) his knowledge of aircraft perform¬ 
ance, aircraft engine operation, and 
their limitations, mathematical compu¬ 
tations of engine and fuel consumption, 
including an understanding of basic me¬ 
teorology as it affects engine operations, 
and mathematical computations per¬ 
taining to aii-craft loading and center of 
gravity, and (2) his skill in recognizing 
and remedying the malfunctioning of 
aircraft, aircraft engines, propellers, 
and appliances, and performing emer¬ 
gency duties and procedures relating to 
aircraft engines, propellers, and appli¬ 
ances. 

Records indicate that 97 percent of the 
flights conducted by RAA have been 
completed within the scheduled 8 hours 
and 30 minutes permitted by SR-380. 
Also, the A & E mechanic has been found 
to aid the pilots materially, thus helping 
to reduce the possibility of pilot fa¬ 
tigue. In addition, no information has 
been received by the Board that the au¬ 
thority granted to RAA by SR-380 and 
its precedessors has in any way ad¬ 
versely affected the safety of its opera¬ 
tions. 

It is the Board’s opinion that the oper¬ 
ating experience acquired by RAA under 
these special regulations since April 1951 
indicates that satisfactory safety stand¬ 
ards have been, and can continue to be, 
maintained by RAA. Therefore, by this 
regulation the extension of pilot flight 
time obviates the necessity for interme¬ 
diate overnight stops at which military 
facilities are limited and, in many re¬ 
spects, unsuitable to the needs of civilian 
passengers and crew members. 


The temporary certifiate of public 
convenience and necessity that RAA had 
been operating under expired April 8, 
1953. However, timely application for 
renewal was made by RAA and the latter 
has been operating pursuant to section 9 
(b) of the Administrative Procedure Act 
pending a final determination of the ap¬ 
plication by the Board. Therefore, al¬ 
though the regulation is being extended 
for a period of 3 years, it will terminate 
upon the expiration of RAA’s economic 
operating authority should it not be re¬ 
newed. 

Interested persons have been afforded 
an opportunity to participate in the 
making of this regulation which was 
published as a notice of proposed rule 
making, and due consideration has been 
given to all relevant matter presented. 
Since this regulation imposes no addi¬ 
tional burden on any person, it may be 
made effective without prior notice. 

In consideration of the foregoing, the 
Civil Aeronautics Board hereby makes 
and promulgates the following Special 
Civil Air Regulation effective March 31, 
1955; 

1. Notwithstanding the provisions of 
paragraph (a) of § 41.54 of the Civil Air 
Regulations, Reeve Aleutian Airways, 
Inc. (RAA), is authorized to schedule 
a pilot for flight duty between Anchorage 
and Adak, Alaska, 8 hours and 30 min¬ 
utes or less during any 24 consecutive 
hours, without a rest period during such 
8 hours and 30 minutes. If a pilot is 
scheduled for such flight duty in excess 
of 8 hours and 30 minutes during any 24 
consecutive hours, he shall be given an 
intervening rest period at or before the 
termination of 8 hours and 30 minutes of 
his scheduled flight duty. This rest 
period must comply with the require¬ 
ments of § 41.54 (a) and, where a pilot 
has flown in excess of 8 hours and 30 
minutes, with the requirements of § 41.54 
(b). On these flights the crew shall con¬ 
sist of 2 pilots and a certificated A & E 
mechanic approved by the Administrator 
for this duty. 

2. The Administrator shall examine 
each certificated A & E mechanic apply¬ 
ing for this duty in respect to his special 
knowledge and skill appropriate to the 
aircraft used by RAA in operations over 
this route before certifying to his com¬ 
petency. The results of this examina¬ 
tion shall be a permanent part of RAA's 
company records. 

(a) The knowledge requirements for 
each applicant shall include the follow¬ 
ing subjects: aircraft performance, air¬ 
craft engine operation, and their limita¬ 
tions; mathematical computations of 
aircraft engine operation and fuel con¬ 
sumption, together with basic meteorol¬ 
ogy as it affects aircraft engine opera¬ 
tions; and mathematical computations 
pertaining to aircraft loading and center 
of gravity. 

(b) The skill requirements for each 
applicant shall include the following 
abilities: Recognition and repair of mal¬ 
functioning aircraft, aircraft engines, 
propellers, and appliances; and perform¬ 
ance of emergency duties and procedures 
in respect of aircraft engines, propellers 
and appliances. 

3. This regulation shall supersede Spe¬ 
cial Civil Air Regulation SR-380 and 


shall terminate on April 1,1958, or upon 
the termination of the economic operat¬ 
ing authority of Reeve Aleutian Airways, 
Inc., whichever shall first occur, unless 
sooner superseded or rescinded by the 
Board. 

(Sec. 205, 52 Stat. 984; 49 U. S. C. 425). 
Interpret or apply secs. 601, 602, 604. 52 Stat. 
1007, 1008, 1010, as amended; 49 U. S. C. 
551, 552, 554) 

By the Civil Aeronautics Board. 

[seal] M. C. Mulligan, 

Secretary . 

IP. R. Doc. 55-2792; Piled. Apr. 4. 1955; 
8:49 a. m.) 


FEDERAL POWER COMMISSION 

[Docket No. E-6611J 

Department of Interior, Bonneville 
Power Administration 

NOTICE OF APPLICATION 

March 29, 1955. 

Take notice that on March 18, 1955, 
the Secretary of the Interior submitted 
the following contracts for confirmation 
and approval by the Federal Power Com¬ 
mission in accordance with the provi¬ 
sions of the Bonneville Act, 50 Stat. 731: 

Name of customer Contract No. 

Aluminum Company of 

America_ 14-03-001-11324 

Electro Metallurgical Co_ 14-03-001-11325 

Kaiser Aluminum & Chemi¬ 
cal Corp.. 14-03-001-11326 

Pacific Carbide & Alloys Co. 14-03-001-11327 
Pacific Northwest Alloys 

Co_ 14-03-001-11376 

Pennsylvania Salt Manu¬ 
facturing Co. of Wash¬ 
ington_ 14-03-001-11328 

Reynolds Metals Co_ 14-03-001-11329 

These contracts provide for utilization 
by the named industrial organizations, 
which each have primary contracts pro¬ 
viding for the purchase of firm and in¬ 
terruptible power from the Bonneville 
Power Administration (BPA), of special 
releases of water storage from the Hun¬ 
gry Horse Project reservoir. 

Each of the contracts stipulate that 
"provisional energy” made available by 
such releases of storage from Hungry 
Horse reservoir will be delivered in lieu 
of interruptible power which may have 
been requested by the customer under 
his primary contract, but which BPA 
is unable to deliver. They further pro¬ 
vide that payment for such “provisional 
energy” will be made on the basis of 
application of the rate schedules in ef¬ 
fect in the primary contract to the total 
deliveries by BPA (including firm, in¬ 
terruptible and provisional power), less 
amounts determined by application of 
the rate schedules to the firm and in¬ 
terruptible power only, as made available 
in the customers’ primary contract. 

The amounts of “provisional energy”, 
as may be made available by BPA upon 
request of the customer, are required 
to be delivered in accordance with 
scheduling arrangements made through 
BPA’s power dispatcher. Provisional 
sales and special deposit accounts are 
provided in the contracts for purposes 
of recording and accounting for the re¬ 
placement and settlement of energy and 
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cost of power transactions under the 
contracts. 

BPA states that these storage releases 
can be made without jeopardizing the 
power supply necessary to fulfill its ex¬ 
isting contractual obligations. 

The application is on file with the 
Commission and available for public 
inspection. 

Any person desiring to make repre¬ 
sentation with respect to the foregoing 
should submit the same on or before the 
2d of May 1955, to the Federal Power 
Commission, Washington 25. D. C. 

[seal] Leon M. Fuqua y. 

Secretary . 

[P. R. Doc. 55-2783; Filed. Apr. 4, 1955; 

8:48 a. m.] 


[Docket No. G-82301 
United Gas Pipe Line Co. 

NOTICE OF APPLICATION 

March 30, 1955. 

Take notice that United Gas Pipe Line 
Company (Applicant), a Delaware cor¬ 
poration whose address is 1525 Fairfield 
Avenue, Shreveport, Louisiana, filed on 
January 27, 1955, an application for a 
certificate of public convenience and 
necessity, as supplemented on March 2, 
1955, pursuant to section 7 of the Nat¬ 
ural Gas Act, authorizing Applicant to 
render service as hereinafter described, 
subject to the jurisdiction of the Com¬ 
mission, all as more fully represented in 
the application which is on file with the 
Commission and open for public inspec¬ 
tion. 

Authorization is requested for the fol¬ 
lowing facilities: 

1. Baxterville-Hattiesburg Prefect. Con¬ 
struct 33.8 miles of 16" pipeline, including 
0.2 mile of 12" for a by-pass line across 
Leaf River, and appurtenant facilities be¬ 
ginning near Milepost 41.4 on the 24" pipe¬ 
line between McComb and Baxterville at the 
Baxterville Dehydration Plant Site in Sec¬ 
tion 9. Township 1 North, Range 16 West, 
Lamar County. Mississippi, and extending in 
a Northeasterly direction to end near Mile¬ 
post 8.0 on the 8" lateral pipeline near 
Hattiesburg in Section 31, Township 5 
North, Range 12 West, Forrest County. 
Mississippi. 

2. Mobile-Pensacola Project, (a) Con¬ 
struct 9.0 miles of 20" loop line and ap¬ 
purtenant facilities beginning at United Gas 
Pipe Line Company's Whistler Junction lo¬ 
cated Northwest of Mobile in Section 26, 
Township 3 South. Range 2 West, and ex¬ 
tending in a Northeasterly direction par¬ 
allel with the existing 16" pipeline to the 
16" x 14" swage on the existing line located 
near Milepost 8.8 in Section 1. Township 3 
South, Range 1 West, Mobile County, 
Alabama. 

(b) Construct 8.7 miles of 20" loop line 
and appurtenant facilities through Mobile 
Swamp, including major single line stream 
crossings of the Mobile and Tensaw Rivers, 
Sara and Canot Bayous and Briar Creek, be¬ 
ginning at the 16" x 14" swage near Mile¬ 
post 8.8 in Section 1. Township 3 South, 
Range 1 West, Mobile County. Alabama, and 
extending in an Easterly direction parallel to 
the existing 14" line to end at a connec¬ 
tion with the existing 16" and 12" loop lines 
near Milepost 17.4 in Section 8, Township 2 
South, Range 2 East. Baldwin County, 
Alabama. 


(c) Construct 3.2 miles of 20" loop line 
and appurtenant facilities beginning at the 
end of the existing 16" and 12" loop lines 
near Milepost 56.3 in Section 30. Township 
1 North. Range 31 West, and extending in a 
Southeasterly direction parallel to the exist¬ 
ing 12" line to end at the Gulf Power Com¬ 
pany tap near Milepost 59.5 in Section 2, 
Township 1 South. Range 31 West, all in 
Escambia County, Florida. 

3. Escambia Bay Chemical Corporation 
{formerly Gulf Chemical Company) project. 
Construct 8.3 miles of 16" pipeline and ap¬ 
purtenant facilities beginning near Miicpost 
7.2 on the 12" lateral to Chemstrand in Sec¬ 
tion 30. Township 1 North. Range 30 West, 
Escambia County. Florida, and extending in 
a generally Easterly direction across the Es¬ 
cambia River and swamp to end at the site 
of the proposed Escambia Bay Chemical 
Corporation (formerly Gulf Chemical Com¬ 
pany) Plant in Section 31, Township 1 North, 
Range 29 West, Santa Rosa County. Florida. 

4. Morton Compressor Station Project. 
Construct 330 horsepower automatic type 
compressor station and appurtenant facili¬ 
ties near Milepost 27 on the 6" line between 
Jackson and Philadelphia near Morton in 
Section 26. Township 6 North, Range 6 East, 
Scott County. Mississippi. 

5. Jackson Storage Project. As Initial 
operation to test the efficiency and adapta¬ 
bility of the Jackson, Mississippi, Gas Field 
for storage purposes to drill approximately 
13 wells and to construct approximately 2.9 
miles of 16" pipeline, 3.29 miles of 12" pipe¬ 
line. 0.46 mile of 8" pipeline, 0.65 mile of 
6" pipeline, a dehydration plant, and to 
make minor adjustments on a 2,000 hp. unit 
in Applicant’s existing Jackson No. 2 Com¬ 
pressor Station. 

The purpose of the proposed facilities 
is to supply increased requirements of 
Applicant’s customers in the Jackson 
District, including an increase in the 
maximum daily quantity of 50,000 Mcf 
to be delivered to Southern Natural Gas 
Company at Kosciusko, Mississippi. 
Additionally, the Escambia Bay Project 
would supply a new customer, Escambia 
Bay Chemical Corporation. 


The estimated total cost of the facili¬ 
ties for which authorization is requested 
is $8,339,481 to be financed out of current 
working funds. 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 
sion, Washington 25. D. C„ in accord¬ 
ance with the rules of practice and pro¬ 
cedure (18 CFR 1.8 or 1.10) on or before 
April 15, 1955. 

[seal! Leon M. Fuquay, 

Secretary. 

[F. R. Doc. 55-2784; Filed. Apr. 4, 1955; 
8:48 a. m.) 

FEDERAL COMMUNICATIONS 
COMMISSION 

Canadian Television Station List 

The list of Canadian Television Sta¬ 
tion assignments set forth below is re¬ 
capitulative and contains details sup¬ 
plied by the Department of Transport of 
the Dominion of Canada, pursuant to 
section B of the Canadian-USA Televi¬ 
sion Agreement (TTAS 2594). This list 
reflects all additions, changes and dele¬ 
tions reported on or before March 15, 
1955, and supersedes previous lists issued 
by the Commission. 

Further additions, changes and dele¬ 
tions as reported to the Commission by 
the Canadian Department of Transport, 
will be issued from time to time in the 
form of serially numbered Change Lists, 
and published in the Federal Register. 
A limited number of copies of this list 
and subsequent Change Lists will be 
available at the Commission's Washing¬ 
ton, D. C., offices, upon request. 

Federal Communications 
Commission, 

[seal] Mary Jane Morris. 

Secretary . 


Canadian Television Assignments 
(Listed by channel) (Recapitulative to March 15, 1955) 


CChannkl 2 (54-60 Me) 


Call sign 

Licensee 

Location 

Effective 

radiated 

I>ower 

(kw) 

Direc 

tlvity 

Antenna 

Height 

nt»ovo 

ground 

Height 

above 

mean 

sea 

level 

Height 

atx>vo 

average 

terrain 






Feet 

Fee* 

Fee* 

CHCT-TV.. 

Calgary TV Ltd - 

Calgary, Alberta. 

100 V 

Om_ 

633 

4,808 

1,024 


51-04-24 N., 114-15-34 W. 

50 A 





CBUT- 

Canadian Broadcast¬ 

Vancouver, British Colum¬ 

102 V 

D. A.... 

190 

2,965 

2,400 


ing Corp. 

bia. 








49-21-12 N., 122-57-18 W. 

55.2 A 





(NEW). 

Moncton Broadcast¬ 

Moncton, New Brunswick. 

5.0 V 

Orn. 

326 

1,656 

1,014 


ing, Ltd. 

45-50-50 N„ 64-48-44 W. 

3.0 A 





CJON-TV... 

Newfoundland Broad¬ 

81. John's Newfoundland.. 

1.06 V 

Om. 

176 

451 

383 


casting Co., Ltd. 

47-33-39 N., 52-43-24 W. 

0.634 A 





CFPA-TV.. 

Ralph 11. Parker, Ltd. 

Port Arthur, Ontario. 

5.1 V 

Om_ 

225 

1,025 

174 


48-26-30 N\, K9-14-03 W. 

2.55 A 





CBFT 

Canadian Broadcast¬ 

Montreal, Quebec __ 

15.7 V 

Om. 

259 

1,003 

912 


ing Corp. 

45-30-20 N., 73-35-32 W. 

8.28 A 





CKCK-TV.. 

Transcanada Com¬ 

Repina, Saskatchewan. 

20.0 V 

Om. 

289 

2,279 

320 


munications, Ltd. 

50-28-46 N., 113-34-16 W. 

10.8 A 






Channel 3 (60-06 Me) 


CFRN-TV.. 

Sunwapta Broadcast¬ 
ing Co., Ltd. 

Edmonton, Alberta. 

63-32-40N., 113-38-50 W. 

27.4 V 
13.7 A 

Om_ 

404 

2.714 

480 

CBHT_ 

Canadian Broadcast¬ 
ing Corp. 

Halifax, Nova Scotia. 

44-39-07 N., 63-39-31 W. 

56.5 V 
33.8 A 

D. A.... 

446 

896 

746 

CJBR-TV_ 

Lower 8l. Lawrence 
Radio, Inc. 

Rirnouskl, Quebec. 

48-19-40 N.. 68-50-09 W. 

34.0 V 
19.4 A 

D. A.... 

74 

1, 213 

952 

(NEW). 

Ralph Snelgrovo Tele¬ 
vision, Ltd. 

Barrie, Ontario.. 

44-21-05 N., 79-41-55 W. 

14.0 V 
7.0 A 

Om...., 

200 

1,200 

369 
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Canadian Television Assignments— Continued 
(Listed by channel) (Recapitulative to March 15,1066)—Con tinned 


Channel 4 (66-72 Me) 








Antenna 

Call sign 

Licensee 

Location 

Effective 

radiated 

power 

<kw) 

Direc¬ 

tivity 

ITelght 

above 

ground 

Height 

above 

mean 

soa 

level 

Height 

above 

average 

terrain 

CBWT. 

Canadfan Broadcast¬ 
ing Corp. 

Winnipeg, Manitoba. 

49-53-25 N., 97-09-20 W. 

56.2 V 
33.7 A 

Om. 

Fed 

203 

Fed 

964 

Fed 

242 

cnsj-TV... 

Now Brunswick 
Broadcasting Co., 
Ltd. 

St. John, New Brunswick.. 
46-28-40 N., 66-13-66 W. 

27.8 V 

13.9 A 

Oin_ 

40 

1,500 

1,200 

CJCB-TV... 

Cape Breton Broad¬ 
casters, Ltd. 

Sydney, Nova Scotia_ 

46-07-19 N., 60-10-26 W. 

100 V 
60 A 

D. A- 

223 

448 

322 

CBOT-TV.. 

Canadian Broadcast¬ 
ing Corp. 

Ottawa, Ontario_ 

45-23-50 N.. 75-45-10 W. 

50.1 V 
26.7 A 

D. A.... 

406 

607 

321 

CFOM-TV.. 

Television de Quebec, 
Ltd. 

Quebec, Quebec.. 

46-47-04 N., 71-15-54 W. 

1.27 V 
0.635 A 

Om_ 

420 

685 

473 


CiiANNKL 6 (76-82 Me) 


CKSO-TV... 

CKSO Radio Corp... 

Sudbury. Ontario.. 

1.74 V 
0.87 A 

Om. 

262 

1,224 

276 

46-29-37 N., 81-0Q-32 W. 

Channel 6 (82 80 Me) 

CBMT-TV.- 

Canadian Broadcast¬ 
ing Corp. 

Montreal, Quebec. 

43.8 V 
20.2 A 

Om_ 

167 

911 

820 

45-30-20 N., 73-35-32 W. 


CnAXNEL 7 (174-180 Me) 

NEW_ 

La Tribune, Ltd_ 

Sherbrooke, Quebec .. 

17.3 V 
8.8 A 

D. A.... 

72 

2,796 

1,848 



45-18-43 N., 72-14-32 W. 


Channel 8 (180-186 Me) 


CFQC-TV.~ 

A. A. Murphy & Sons, 
Ltd. 

Saskatoon, Saskatchewan.. 
62-11-30 N., 106-23-01 W. 

100.0 V 
60.0 A 

D. A.... 

625 

2.585 

866 


Channel 9 (186-192 Me) 

CBLT. 

Canadian Broadcast¬ 
ing Corp. 

Western Ontario 
Broadcasting Co., 
Ltd. 

Toronto, Ontario. 

25.65 V 
12.72 A 
178 V 
107 A 

Om 

481 

626 

825 

1,226 

3S2 

631 

CKLW-TV.. 

43-39-43 N.. 79-22-42 W. 
Windsor, Ontario. 

D. A.... 

42-18-59 N., 83-02-58 W. 

Channel 10 (192-198 Me) 

CFPL-TV... 

London Free Press 
Printing Co., Ltd. 

London, Ontario. 

117 V 
59.6 A 

Om.. 

544 

1,434 

570 

42-57-15 N., 81-15-58 W. 



Channel 11 (108-204 Me) 


CHCH-TV.. 

Niagara TV Ltd. 

HamOton, Onario.. 

43-12-27 N., 79-46-06 W. 

16.9 V 

D. A.... 

536 

1,146 

622 

CKW8-TV.. 

The Frontenac Broad¬ 
casting Co., Ltd. 

Kingston, Ontario. 

44-19-26 N., 70-49-07 W. 

101 V 
CO. 6 A 

D. A.... 

377 

907 

469 


Channel 12 (204-210 Me) 


None. 


Channel 13 (210-216 Me) 


CKCO-TV., 

Central Ontario TV, 

Kitchener, Ontario. 

16.0 V 

D. A_ 

210 

1,645 


Ltd. 

43-24-15 N„ 80-38-05 W. 

8.45 A 




IF. R. Doc. 50-2765; Filed, Apr. 4, 1955; 8:45 a. m.J 


RUBBER PRODUCING FACILITIES 
DISPOSAL COMMISSION 

Invitations for Proposals for Purchase 
of a Plant and Tank Cars 

Pursuant to the Rubber Producing 
Facilities Disposal Act of 1953 (67 Stat. 
408) (Act), and Public Law 19,84th Con¬ 
gress, First Session, approved March 31, 


1955, the Rubber Producing Facilities 
Disposal Commission announces that it 
will receive written proposals for the 
purchase of the GR-S synthetic rubber 
producing facility at Baytown, Texas, 
and for the purchase or lease of any or 
all of certain pressure tank cars, all as 
more fully described below. 

Contracts between the Commission 
and various parties for the sale of 24 of 


the Government-owned rubber produc¬ 
ing facilities and the lease of a 25th have 
recently become fully eHective. The 
Baytown facility and the tank cars will, 
therefore, when sold, become part of a 
recently established private synthetic 
rubber industry. 

A detailed descriptive brochure relat¬ 
ing to the Baytown facility and pertinent 
information relating to the tank cars 
may be obtained upon application to the 
Secretary of the Commission. 

The Rubber Producing Facilities Dis¬ 
posal Act of 1953, and Public Law 19, 
84th Congress, First Session, prescribe in 
detail, as well as generally, procedural 
and substantive standards pursuant to 
which the disposal of the Baytown fa¬ 
cility and the tank cars is to be effected. 
To facilitate compliance with these 
standards the Disposal Commission has 
prepared Instructions for the Submission 
of Proposals which set forth the require¬ 
ments of the Commission with respect to 
such proposals; copies thereof will be 
available upon application to the Secre¬ 
tary of the Commission. 

Subject to the foregoing, the following 
additional information concerning the 
program of sale is announced: 

GR-S Plant, Baytown , Texas. This 
facility, designated Plancor 877, pro¬ 
duces GR-S type synthetic rubber from 
butadiene and styrene. It has an annual 
capacity of 44,000 long tons and is pres¬ 
ently operated for the Government by 
The General Tire & Rubber Company. 

The Commission will receive pro¬ 
posals for the purchase of this facility. 
Such proposals shall be in writing and 
may be submitted at any time through 
April 29, 1955, at the office of the Com¬ 
mission, 811 Vermont Avenue NW., 
Washington 25, D. C. 

As a condition to sale, the Commission 
is required to be satisfied that the pros¬ 
pective purchaser actually intends to 
operate the facility for the purpose of 
manufacturing synthetic rubber. The 
purchaser must also agree to comply 
with the terms of a “National Security 
Clause*’ having terms, conditions, re¬ 
strictions and reservations which will 
assure the prompt availability of the 
facility, or a facility of equivalent ca¬ 
pacity, for the production of synthetic 
rubber for a period of ten years from 
the date the facility is transferred to 
the purchaser. 

Proposals for purchase shall provide 
for the payment of not less than 25 per¬ 
cent of the pin-chase price in cash; the 
unpaid balance may be financed by a 
first lien purchase money mortgage ma¬ 
turing in not more than 10 years and 
providing for periodic amortization 
(amortization in equal annual instal¬ 
ments is not required). The interest 
rate upon the balance of the purchase 
price represented by the mortgage shall 
be 4 percent per annum. 

Proposals for purchase shall be accom¬ 
panied by a deposit of cash or United 
States Government bonds of face amount 
equal to 2% percent of the gross amount 
proposed to be paid but not exceeding 
$250,000. Except in the case of a pur¬ 
chaser, deposits shall be refunded with¬ 
out interest. In the case of a purchaser, 
deposits made hereunder shall be applied 
without interest to the purchase price. 
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In the previous sales of the 24 other 
rubber producing facilities, the Commis¬ 
sion used standard forms of contract 
applicable to cash and mortgage trans¬ 
actions. The same forms of contract 
will be used for the sale of the Baytown 
facility. Copies of the contract forms, 
which incorporate the full text of the 
National Security Clause, are available 
upon request from the Secretary of the 
Commission. 

During a period of not to exceed 60 
days following the termination of the 
period for the receipt of proposals, the 
Commission will negotiate for the sale 
of the Baytown facility with those who 
have submitted proposals. Such nego¬ 
tiations will be conducted with due re¬ 
gard to the several purposes of the act, 
that the disposal of the facility best 
foster the development of a free compe¬ 
titive synthetic rubber industry, afford 
small business enterprises and other 
users the opportunity to obtain a fair 
share of the end product of the facility 
and at fair prices, be consistent with na¬ 
tional security and realize full fair value 
for the facility, taking into consideration 
the policy set forth in section 2 of the act. 

Tank cars. Offered for sale or lease 
are 447 pressure tank cars (ICC Classi¬ 
fication—ICC-104 AW ). Proposals for 
the purchase or lease of any or all of 
these tank cars shall be in writing and 
may be submitted to the Commission at 
any time through April 29, 1955. Public 
Law 19 authorizes the Commission to 
lease or sell the tank cars on such terms 
as the Commission deems advisable in 
the public interest. With the exception 
of the specific terms set out below, final 
decision on the terms of lease or sale, 
including lease rental and price terms of 
sale (whether all cash or cash down 
payment plus a mortgage) will be made 
by the Commission after the expiration 
of the period for the submission of pro¬ 
posals and announced to all prospective 
purchasers and lessees who file timely 
proposals. As an aid to the exercise of 
its statutory right to set the terms of 
lease or sale, the Commission requests 
prospective purchasers or lessees to 
state and discuss in their proposals the 
terms of lease or sale they desire. 

Proposals for purchase shall be ac¬ 
companied by a deposit of cash or United 
States Government bonds of face amount 
equal to 2 V 2 percent of the gross amount 
proposed to be paid but not exceeding 
$250,000. Except in the case of a pur¬ 
chaser, deposits shall be refunded with¬ 
out interest. In the case of a purchaser, 
deposits made hereunder shall be applied 
without interest to the purchase price. 

Upon the receipt of proposals for any 
or all of the tank cars, the Commission 
will enter into negotiations looking 
toward their sale or lease. 

Leases shall be for a period of not less 
than one year. 

Each lease or contract of sale shall 
contain, among other provisions, a “Na¬ 
tional Security Clause” having terms, 
conditions, restrictions and reservations 
which will assure the prompt availability 
of the tank cars for use in the trans¬ 
portation of raw materials or compo¬ 
nents of synthetic rubber for a period 
of time to be announced in the Instruc- 
No. 66-6 


tions for the Submission of Proposals. 
Each lease shall contain provisions for 
the recapture of the leased tank cars and 
the termination of the lease if the Presi¬ 
dent determines that the national inter¬ 
est so requires. 

For further information and details, 
apply to Ferris B. Thomas, Secretary. 

Rubber Producing Facilities 
Disposal Commission, 

Ferris B. Thomas, 

Secretary , 

Rubber Producing Facilities 

Disposal Commission . 

April 4, 1955. 

(F. R. Doc. 55-2789; Filed, Apr. 4, 1955; 
8:48 a. m.] 


UNITED STATES TARIFF 
COMMISSION 

[Investigation 6J 
Peanuts 

NOTICE OF SUPPLEMENTAL INVESTIGATION 
AND PUBLIC HEARING 

Notice is hereby given that the United 
States Tariff Commission, on March 31, 
1955, instituted an investigation under 
the provisions of section 22 (d) of the 
Agricultural Adjustment Act, as 
amended, supplemental to its investiga¬ 
tion No. 6 under section 22 of the said 
act, to determine whether the deficit in 
the domestic supply of peanuts is such 
as to require an increase in the quantity 
of peanuts, shelled, unshelled, blanched, 
salted, prepared, or preserved which 
may be permitted to be entered, or with¬ 
drawal from warehouse, for consump¬ 
tion during the quota year ending June 
30, 1955, and during the quota year be¬ 
ginning July 1, 1955. to meet essential 
requirements of domestic peanut users, 
and, if so-, what additional quantity or 
quantities of peanuts may be permitted 
to be so entered or withdrawn without 
materially interfering with or rendering 
ineffective the peanut program of the 
Department of Agriculture. 

Under Presidential proclamation of 
June 8. 1953 (No. 3019; 67 Stat. C46). 
issued after investigation by the Tariff 
Commission pursuant to section 22 of the 
Agricultural Adjustment Act, imports of 
peanuts which may be entered, or with¬ 
drawn from warehouse, for consumption 
in any year beginning July 1, are limited 
to 1,709,000 pounds. After a supple¬ 
mental investigation by the Tariff Com¬ 
mission, the President, by proclamation 
dated March 9, 1955 (20 F. R. 1549), 
modified the import restrictions under 
section 22 by permitting the entry of an 
additional 51 million pounds of certain 
peanuts during the remainder of the 
quota year ending June 30, 1955, subject 
to an import fee, in addition to the regu¬ 
lar duty, of 2 cents per pound. In a let¬ 
ter to the Chairman of the Tariff 
Commission dated March 31, 1955, the 
Secretary of Agriculture indicated that 
the additional quantity of peanuts per¬ 
mitted entry over the basic quota during 
the remainder of the current quota year 
is not sufficient to enable the trade to im¬ 
port enough peanuts to meet require¬ 


ments until supplies become available 
from the 1955 crop, and stated that in¬ 
formation now available discloses that: 
(1) Less peanuts will be available for 
commercial edible use from the 1954 crop 
than was previously estimated: (2) con¬ 
sumption is somewhat higher than was 
anticipated earlier; (3) except for the 
larger sizes of the Virginia type peanuts 
shellers now find that they cannot sup¬ 
ply enough peanuts to meet the needs of 
their customers; (4) the business risk 
arising from the fact that the present 
quota may be filled before peanuts pur¬ 
chased abroad reach this country dis¬ 
courages needed imports; (5) the latest 
peanut stocks report shows that the 
quantity of peanuts now on hand is less 
than the quantity needed to meet con¬ 
sumption requirements until supplies be¬ 
come available from the 1955 crop. 

After careful consideration of the 
letter from the Secretary of Agriculture 
and of other factors, the Commission 
ordered this supplemental investigation 
and, at the same time, ordered a public 
hearing to be held in connection with 
such supplemental investigation, be¬ 
ginning at 10 a. m., e. s. t., on April 19, 
1955, in the Hearing Room. Tariff Com¬ 
mission Building, 8th and E Streets NW., 
Washington, D. C. Interested parties 
desiring to appear and to be heard at 
the hearing should notify the Secretary 
of the Commission in writing at its offi¬ 
ces in Washington, D. C.. at least three 
days in advance of the date set for the 
hearing. 

Issued: April 1. 1955. 

By order of the Commission. 

[seal] Donn N. Bent, 

Secretary. 

[F. R. Doc. 55-2814; Filed. Apr. 1, 1955; 

1:47 p. m.J 


SECURITIES AND EXCHANGE 
COMMISSION 

Denver and Rio Grande Western 
Railroad Co. 

NOTICE OF APPLICATION FOR UNLISTED 
TRADING PRIVILEGES, AND OF OPPORTUNITY 
FOR HEARING 

At a regular session of the Securities 
and Exchange Commission, held at its 
office in the city of Washington, D. C., on 
the 30th day of March 1955. 

The Boston Stock Exchange pursuant 
to section 12 (f) (2) of the Securities 
Exchange Act of 1934 and Rule X-12F-1 
thereunder, has made application for 
unlisted trading privileges in the Escrow 
Certificates for Common Stock, of Den¬ 
ver and Rio Grande Western Railroad 
Company, a security listed and regis¬ 
tered on the New York Stock Exchange. 

Rule X-12F-1 provides that the appli¬ 
cant shall furnish a copy of the applica¬ 
tion to the issuer and to every exchange 
on which the security is listed or already 
admitted to unlisted trading privileges. 
The application is available for public 
inspection at the Commission’s principal 
office in Washington, D. C. 

Notice is hereby given that, upon re¬ 
quest of any interested person received 
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prior to April 15, 1955, the Commission 
will set this matter down for hearing. 
In addition, any interested person may 
submit his views or any additional facts 
bearing on this application by means of 
a letter addressed to the Secretary of the 
Securities and Exchange Commission, 
Washington, D. C. If no one requests a 
hearing on this matter, this application 
will be determined by order of the Com¬ 
mission on the basis of the facts stated 
in the application, and other information 
contained in the official file of the Com¬ 
mission pertaining to this matter. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary. 

IP. R. Doc. 55*2775; Filed, Apr. 4, 1955; 

8:46 a. m.] 


[FUe No. 70-3331] 

New England Electric System et al. 

order authorizing application-declara¬ 
tion REGARDING INTRASYSTEM TRANS¬ 
ACTIONS INVOLVING SALE OF GAS ASSETS 
BY ONE SUBSIDIARY TO ANOTHER SUBSID¬ 
IARY AND ISSUE AND SALE OF COMMON 
STOCK BY SUBSIDIARY TO PARENT 

March 30, 1955. 

In the matter of New England Electric 
System, The Mystic Power Company, 
The Pequot Gas Company; Pile No. 
70-3331. 

New England Electric System 
(“NEES”), a registered holding com¬ 
pany, and two of its public-utility sub¬ 
sidiaries, The Mystic Power Company 
(“Mystic”) and The Pequot Gas Com¬ 
pany (“Pequot”) have filed with this 
Commission on January 3, 1955 a joint 
application-declaration and an amend¬ 
ment thereto pursuant to sections 6 (b), 
9 (a), 10 and 12 (f) of the Public Utility 
Holding Company Act of 1935 (the 
“act”) and Rules U-42 (b), U-43 and 
U-44 promulgated thereunder regarding 
the following proposed transactions: 

NEES is solely a holding company. It 
owns all of the outstanding common 
stock of Mystic and upon consummation 
of the proposed transactions will own all 
the outstanding common stock of 
Pequot, which was recently formed for 
the purpose of acquiring the gas business 
and gas assets of Mystic. The latter 
proposes to sell such assets, which consist 
principally of a gas distribution system 
in Pawcatuck, Connecticut, to Pequot for 
a cash consideration amounting to the 
depreciated book value of the assets, in¬ 
cluding conditional gas appliance sales 
contracts, unbilled revenues and un¬ 
amortized costs of conversion to natural 
gas, on the effective date of the sale. As 
of October 31, 1954, such purchase price 
is estimated to be $155,660. Pequot 
proposes (a) to issue and sell 15,000 
shares of $10 par value common stock at 
par to NEES and (b) to borrow not in 
excess of $29,000 from the Hartford Na¬ 
tional Bank and Trust Company, such 
indebtedness to be evidenced by an un¬ 
secured promissory note. The note will 
mature in six months from its issue date 


and will bear interest at the prime rate 
of interest at the time of issuance plus 
Vi of 1 percent. It is stated in the appli¬ 
cation-declaration that the present 
prime rate is 3 percent and that the 
proposed amount of note Indebtedness 
will be substantially equal to the un- 
amortized balance of Mystic’s cost of 
conversion to the use of natural gas. 
Pequot also requests authority, should it 
be necessary when such note matures, to 
issue a new note, with similar terms, in 
an amount substantially equal to the 
then unamortized conversion costs, the 
proceeds thereof, together with treasury 
funds, to be used to pay the maturing 
note. 

Mystic will use the proceeds derived 
from the proposed sale to pay (a) its note 
Indebtedness incurred to pay construc¬ 
tion costs and outstanding on October 31, 
1954, in the amount of $75,000 and (b) 
accounts payable for construction costs; 
any balance will be added to Mystic’s 
general funds. 

Applicants-Declarants represent that 
the separation of Mystic’s gas and elec¬ 
tric properties is not detrimental to the 
carrying out of the provisions of Section 
11 of the Act and that such separation 
will facilitate carrying out the eventual 
disposition of the gas properties in NEES* 
system. 

The application-declaration states 
that no commissions are to be paid in 
connection with the proposed transac¬ 
tions. Pees and expenses are estimated 
not to exceed $4,250 including $3,500 
representing incidental services per¬ 
formed at the actual cost thereof by New 
England Power Service Company, an af¬ 
filiated service company. The Connec¬ 
ticut Public Utilities Commission by order 
dated, March 21, 1955, has approved 
Mystic’s sale of its assets and business 
and Pequot’s purchase thereof and issu¬ 
ance of securities. 

Applicants-Declarants request that the 
Commission's order herein become effec¬ 
tive forthwith upon issuance. 

Due notice having been given of the 
filing of said application-declaration in 
the manner prescribed by Rule U-23 and 
no hearing having been requested of or 
ordered by the Commission; and the 
Commission finding that the applicable 
standards of the act and the rules pro¬ 
mulgated thereunder are satisfied and 
that no adverse findings are necessary; 
and the Commission deeming it appro¬ 
priate in the public interest and in the 
interest of investors and consumers that 
said application-declaration, as amend¬ 
ed, be granted and permitted to become 
effective forthwith: 

It is ordered , Pursuant to Rule U-23 
and the applicable provisions of the act. 
that said application-declaration, as 
amended, be, and the same hereby is, 
granted and permitted to become effec¬ 
tive forthwith, subject to the terms and 
conditions prescribed in Rule U-24. 

By the Commission. 

[seal] Orval L. DuBois. 

Secretary. 

[R. R. Doc. 55-277G; Filed, Apr. 4, 1955; 

8:46 a. m.j 


SMALL BUSINESS ADMINISTRA¬ 
TION 

I Declaration of Disaster Area 43] 
Alabama 

DECLARATION OF DISASTER AREA 

Whereas, it has been reported that be¬ 
ginning on or about March 21, 1955, 
because of the disastrous effects of floods, 
damage resulted to residences and busi¬ 
ness property located in certain areas in 
the State of Alabama; and 

Whereas, the Small Business Adminis¬ 
tration has investigated and has received 
other reports of investigations of condi¬ 
tions in the areas affected; and 

Whereas, after reading and evaluating 
reports of such conditions, I find that 
the conditions in such areas constitute 
a catastrophe within the purview of the 
Small Business Act of 1953; 

Now, therefore, as Administrator of the 
Small Business Administration, I hereby 
determine that: 

1. Applications for disaster loans under 
the provisions of section 207 (b) of the 
Small Business Act of 1953 may be re¬ 
ceived and considered by either of the 
Offices below indicated from persons or 
firms whose property situated in the 
flooded areas of the Tombigbee River 
and its tributaries suffered damage or 
other destruction as a result of the catas¬ 
trophe above referred to: 

Small Business Administration Regional 
Office, Peachtree Seventh Building, Room 263, 
60 Seventh Street Northeast, Atlanta 5, Ga. 

Small Business Administration Branch 
Office, Old Poet Office Building, Room 404. 
Dexter Avenue and Lawrence Street, Mont¬ 
gomery, Ala. 

2. A special field office will be estab¬ 
lished in Amory, Mississippi, to receive 
and process such applications. 

3. Applications for disaster loans under 
the authority of this Declaration will not 
be accepted subsequent to September 30, 
1955. 

Dated: March 29, 1955. 

Wendell B. Barnes, 
Administrator. 

[F. R. Doc. 55-2786; Filed, Apr. 4, 1955: 

8:48 a. m.] 


(Declaration of Disaster Area 42] 
Mississippi 

DECLARATION OF DISASTER AREA 

Whereas, it has been reported that 
beginning on or about March 21, 1955, 
because of the disastrous effects of floods, 
damage resulted to residences and busi¬ 
ness property located in certain areas in 
the State of Mississippi; and 
Whereas, the Small Business Adminis¬ 
tration has investigated and has received 
other reports of investigations of condi¬ 
tions in the areas affected; and 
Whereas, after reading and evaluating 
reports of such conditions, I find that the 
conditions in such areas constitute a 
catastrophe within the purview of the 
Small Business Act of 1953: 
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Now, therefore, as Administrator of 
the Small Business Administration, I 
hereby determine that: 

1. Applications for distaster loans un¬ 
der the provisions of section 207 (b) of 
the Small Business Act of 1953 may be 
received and considered by the Office 
below indicated from persons or firms 
whose property situated in the flooded 
areas of the Tombigbee River and its 
tributaries suffered damage or other de¬ 
struction as a result of the catastrophe 
above referred to: 

Small Business Administration Regional 
Office. Peachtree Seventh Building. Room 
263, 50 Seventh Street NE.. Atlanta, 5, Ga. 

2. A special field office will be estab¬ 
lished in Amory, Mississippi, to receive 
and process applications. 

3. Applications for disaster loans un¬ 
der the authority of this Declaration will 
not be accepted subsequent to September 
30. 1955. 

Dated: March 29, 1955. 

Wendell B. Barnes, 

Administrator. 

IP. R. Doc. 55-2787: Filed, Apr. 4, 1955; 

8:48 a. m.J 

INTERSTATE COMMERCE 
COMMISSION 

14th Sec. Application 30431] 

Asphalt and Road Oil From Illinois and 
Missouri to Tennessee 

application for relief 

March 31,1955. 

The Commission is in receipt of the 
above-entitled and numbered applica¬ 
tion for relief from the long-and-short- 
haul provision of section 4 (1) of the 
Interstate Commerce Act. 

Filed by: R. G. Raasch, Agent, for 
carriers parties to his tariff schedule 
listed below. 

Commodities involved: Asphalt (as- 
phaltum), and petroleum road oil, car¬ 
loads. 

From: Wood River, Roxana, Hartford, 
South Wood River. East St. Louis, Rob¬ 
inson and Lawrenceville, Hi., and St. 
Louis, Mo* 

To: Union City and Martin, Tenn. 

Grounds for relief: Circuitous routes, 
and rates constructed on the basis of the 
short line distance formula. 

Schedules filed containing proposed 
rates: R. G. Raasch, Agent, I. C. C. 726, 
supp. 23. 

Any interested person desiring the 
Commission to hold a hearing upon such 
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application shall request the Commission 
in writing so to do within 15 days from 
the date of this notice. As provided by 
the general rules of practice of the 
Commission, Rule 73, persons other than 
applicants should fairly disclose their 
interest, and the position they intend to 
take at the hearing with respect to the 
application. Otherwise the Commission, 
in its discretion, may proceed to investi¬ 
gate and determine the matters involved 
in such application without further or 
formal hearing. If because of an emer¬ 
gency a grant of temporary relief is 
found to be necessary before the expira¬ 
tion of the 15-day period, a hearing, upon 
a request filed within that period, may be 
held subsequently. 

By the Commission. 

[seal] Harold D. McCoy, 

Secretary . 

|F. R. Doc. 55-2780: Filed. Apr. 4, 1955; 

8:47 a. m.] 


14th Sec. Application 30432] 

Grain From North Carolina, South 

Carolina, and Georgia to Charleston, 

S. C. 

application for relief 

March 31, 1955. 

The Commission is in receipt of the 
above-entitled and numbered applica¬ 
tion for relief from the long-and-short- 
haul provision of section 4 (1) of the 
Interstate Commerce Act. 

Filed by: R. E. Boyle, Jr., Agent, for 
carriers parties to tariff schedule listed 
below. 

Commodities involved: Grain and 
grain products, carloads. 

From: Specified points in North Caro¬ 
lina. South Carolina, and Georgia. 

To: Charleston. S. C., for export. 

Grounds for relief: Circuitous routes, 
and competition with motor carriers. 

Schedules filed containing proposed 
rates: C. A. Spaninger, Agent, I. C. C. 
1325, supp. 79. 

Any interested person desiring the 
Commission to hold a hearing upon such 
application shall request the Commission 
in writing so to do within 15 days from 
the date of this notice. As provided by 
the general rules of practice of the Com¬ 
mission, Rule 73, persons other than ap¬ 
plicants should fairly disclose their in¬ 
terest, and the position they intend to 
take at the hearing with respect to the 
application. Otherwise the Commission, 
in its discretion, may proceed to investi¬ 
gate and determine the matters involved 
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in such application without further or 
formal hearing. If because of an emer¬ 
gency a grant of temporary relief is 
found to be necessary before the expira¬ 
tion of the 15-day period, a hearing, 
upon a request filed within that period, 
may be held subsequently. 

By the Commission. 

[seal] Harold D. McCoy, 

Secretary . 

[F. R. Doc. 55-2781; Filed. Apr. 4. 1955; 
8:47 a. m.] 


[4th Sec. Application 30433] 

Sand From Riverton, Ind., to Decatur, 
III. 

application for relief 

March 31, 1955. 

The Commission is in receipt of the 
above-entitled and numbered applica¬ 
tion for relief from the long-and-short- 
haul provision of section 4 (1) of the 
Interstate Commerce Act. 

Filed by: R. G. Raasch. Agent, for car¬ 
riers parties to tariff schedule listed be¬ 
low. 

Commodities involved: Sand, car¬ 
loads. 

From: Riverton, Ind. 

To: Decatur, Ill. 

Grounds for relief: Competition with 
motor carriers (from wayside pits). 

Schedules filed containing proposed 
rates: Illinois Central Railroad, I. C. C. 
A-11687, supp. 32. 

Any interested person desiring the 
Commission to hold a hearing upon such 
application shall request the Commission 
in writing so to do within 15 days from 
the date of this notice. As provided by 
the general rules of practice of the Com¬ 
mission, Rule 73, persons other than 
applicants should fairly disclose their 
interest, and the position they intend to 
take at the hearing with respect to the 
application. Otherwise the Commis¬ 
sion, in its discretion, may proceed to 
investigate and determine the matters 
involved in such application without 
further or formal hearing. If because 
of an emergency a grant of temporary 
relief is found to be necessary before the 
expiration of the 15-day period, a hear¬ 
ing, upon a request filed within that 
period, may be held subsequently. 

By the Commission. 

[seal] Harold D. McCoy, 

Secretary . 

[F. R. Doc. 55-2782: Filed, Apr. 4, 1955; 

8:47 a. m.J 
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